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Thursday, Nov. 3rd 1949, 
MORNING SESSION 


The Commission met et 10.30 a.m. 


MR. CHAIRMAN: Very well Mr, Covert 
MR, COVERT: “-Mr. Chairman you will recall that 
yesterday when I was questioning Mr. Kelly, Mr. Sinclair 
asked me where I had obtained the information Enea 
of the provinces for some years the motor vehicles had 
paid their way. That appears on page 6979-6980 of the 
record and I promised I would give the source. The 
source 98 3 matter of fact, is not in the record as yet 
but it is in the brief filed by The Railway Association 
of Canada and I would like to read one paragraph into 
the record: 
"In 1942 every province in Canads, except Quebec end 
British Columbia, demonstrated that annual construct- 
ion, maintenance, and administration expenditures 
could be more than met by revenues from direct users, 
In 1946 seven of them were no longer in this position." 
I might sdd that in the exhibit which is filed as part 
of the brief of the Railway Association of Canada, it 
indicates that in 1942, 1943 and 1944 the revenues from 
the motor ears exceed the expenditures for maintenance; 
construction and administration. 
THE CHAIRMAN: Of the highways? 
MR. COVERT: That is correct, I just want to 
complete the record and carry out my underteking, 
We left off yesterday where Mr. Kelly was giving 


evidence, Will you take the stand Mr. Kelly. 


ARTHUR J. KELLY RECALLED 


MR. COVERT: I had finished questioning Mr. Kelly 


and I think if provincial counsel wishes to follow he 
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Q. There may be a question as to whether or not 
the Dominion may have the right to legislate with regard 
to the operation of a truck between Calgary and Regina? 

Land (612: ile es A 8 Ba Fh ae 

2. And that then is a constitutional question which 
you say, you say fairly, may be involved. 

A. And until those questions are decided by 
Some appropriate authority and until there are some 
cooperative arrangements between those now having juris- 
diction we say we cannot ever get a national transportation 
poLicy.. 

Q. Now, if you do not mind, we will confine ourselves 
for the moment to the regulation of trucks intr-provincially. 
You do not suggest that there is any constitutional 
question to be solved? 

A. We believe te have reference to support it that 
under the present legislative conference the provincial 
legislatures have the complete right of jurisdiction within 
the boundaries of the province. 

Q. You believe that to be a statement of the law? 

Ra Yess 

4. Would you mind turning to the second of your 
recommendations. 

"(2) That early consideration be given to the desir- 
ability of constituting a board, committee or 
commission to carry on a continuous study of the 
ever-changing transportation problem with the 
primary object of conserving and protecting 
the human element involved; also to consider 
appropriate measures to safeguard, as far as may 


be practicalble, the interests of all concerned." 
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Did you have in mind the he lth and welfare of the 
employees? 

A. Not only of the employees but of all the people 
who must of necessity be directly involved in the use of 
the highways which are used by this highway transportation. 

THE CHAIRMAN: What page is that? 

MR.FRAWLEY: Page 3 of the printed form. 

MR. COVERT: Pages 7 and 8 in the mimeographed 
copy. 

MR. FRAWLEY: Q. You were saying the welfare 
of everybody concerned directly or indirectly concerned 
with the use of highways by trucks. Is that what you have 
in mind? 

A. And by the service for transport for hire 
on the highway and the community service that has 
pecn GULLY up from time: to time. 

Q. And now that is being attended to at the moment -- 
well or badly -- by the province, is not that so? 

Aa Et) sO. tar vas provincial jurisdiction 2s con- 
cerned. 

Q. That is. true. To simplify this discussion 
(I want to limit my discussion to the Province of 
Alberta) intra-provincially from the Montana line to 
Dawson Creek, British Columbia; peg iaeionad parks 
to the Saskatchewan boundary on the East. 
care of now by the provincial legislature and the 
provincial executive. That is so, is it not? 

An lcitide taken care of. It is within theveuthority 
of the province to a degree and the degree to which it 
has been met is another question. 

OM Tt has beet taken cate of -- well, or badly. -- 


thatete So. Bub itis taken care iof by the province. 


You would not suggest that there should be a Dominion 
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body to superimpose itself upon the provincial body for 
the purpose of conserving the human element involved in 
the operation of provincial traffic on the highway? 

A. I would to this extent. We found it necessary --+ 
Parliament has found it necessary to enforce upon the 
railway an authority governing the safety appliances, 
safety practice and equipment and if tae find that the 
provinces are not doing that it would lend itself to 
some Overall jurisdiction or planning committee or 
board to see that that was done. 

Q. If there be a railway which begins in Calgary 
and ends in Edmonton, the Board of Transport Commissioners 
would have nothing to do with the safety appliances of 
that railway? 

A. I understand they would, if the railway were 
declared to be a work for the general welfare of Canada. 

Q. Yes, if it was declared to be. Because the 
Dominion imposes certain safety regulations upon the 
railway which run from one end of Canada to the other, 
you feel it should not be left to a provincial body to 
prescribe the safety regulations to be applied in the 
regulation of trucks travelling wholly within the 
province on the provincial highway? 

A, I think it is the travel and the continuity of 


travel by the citizens of this country that safety 


should not be left to the jurisdiction of those within 
one portion of Canada that are not prepared to set up 
regulations that can be and should be generally accepted 
as proper for the safeguarding of those people. 

Q@. Let me put it another way. - your organization is 
a national organization? 
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Q. You have local Associations and Executives in 
various areas? 

A. Correct. 

Q. Do you know of any situation (I am still speaking 
of Alberta) where Piste: te lack or dereliction of duty 
on the part of the people who are charged with safety 
on the highways in Alberta? 

A. I. would not carento admit, or to point: ny 
fin er at any particular province; but we have numerous 
instances of faulty equipment; equipment not maintained 
in keeping with the standards that. could be expected to 

be required by any general supervisory body, and the 


laxity is perhaps in the regulations of the province. 


(Page 7016 follows) 
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Q.  Whatris- che: kind..of. thine, [:was, putting, to 
you. Are you able to place before the Commission any- 
thing of that sort in the Province of Alberta where 
faulty equipment has been allowed to operate on the 
highway to the danger of the human element involved? 

A. Iam not able to place any such thing before 
the Commission, but my inability to do so does not at 
all indicate that I believe there may not be some cases 
that could be. prepared and presented. 


Oy 


Vv 


I was just wondering if you had anything to 
place before the Commission for their information. 
Now then, tins Kelly. would you turn. tothe fifth, of 
your preeulations and. that is. the, taxing of: the, trucks. 
Now is it the view of your Association that the trucks 
are nov. taxed sufficiently onerously in the, Province 
Of Alberta? 

MA Dyeaporecnete.7 Siena yOu. aré speaking. of 
the Province of Alberta and. I am not prepared to say 
whether they are or are not taxed sufficiently. 

Q. Now then, would you turn to item 6 in which 
you suggest that owners be required to furnish 
guarantces, of: surficient« financial, responsibility to 
ensure the payment of any claim for damages. Now are 
you. aware.of the law that is in force now in the 
Province of Alberta with respect to the financial 
ability of truck operators? 

A. No. 

Q. And you are not prepared, therefore, to say 
that dies mot, adequate? 

A. Maybe. 

THE CHAIRMAN: Q. What is the gist of the 
law there? 


MR. FRAWLEY: It is contained in section 18, 
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my lord, of the Public Service Vehicles Act, which is 
in the brief which I will present to the Commission 
later and Section 18 says, -- 

"(2) No certificate for a public service 
vehicle shall be issued unless the applicant has 
filed with the Board such of the following insurance 
policies as may be required by the Board, --" 

Now, my lord, there are quite a few of them. 
"(a) a motor vehicle liability policy to provide 
for any loss or damage resulting from bodily injury 
to or the death of any person being carried in or 
upon, Or entering or getting onto,.or ealignting 
from a motor vehicle, having due regard to the 
number of passengers, and for loss or damage to 
personal property or passengers carried in or upon 
The mocor vehicles 
(bo) a motor vehicle liability policy to provide for 
any loss or damage resulting from bodily injury to 
or the death of any person other than those 
mentioned in the immediately preceding paragraph; 
(c) a policy of inland transportation insurance 
. against loss of or damage to goods, wares or 
) merchandise or property of any kind in transit or 
in the custody of the. transporter; 
(d) a motor vehicle liability policy to provide 
for any loss or damage to any property other than 
that mentioned in paragraphs (a) and (c); 
(e) a policy of guarantee insurance covering the 
payment to the consignor of all sums collected by 
the transporter on behalf of the consignor, and 
the payment of all fees or charges under tnis Act, 
and for the faithful performance of all condit-ons 


contained or referred to in the certnficate issued 
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under “‘phie “Act” 
Now, Mr. Kelly, would you turn to No. 8 of 
your recommendations in which you speak of or have a 
recommendation that "in the interests of safety, operators 
of all motor vehicles be required to pass a qualifying 
physical examination, particularly regarding visual 


acuity --" 


and so on. Now do you know whether or not 
the:.Previnee*of Alberta is vlax or derelict in itsiduty 
in the matter of the regulation referred to in that 
paragraph? 

A. We made no attempt to analyze the regulations 
of each province. 

Q. Now, would you turn to No. 9 in which you have 
a recommendatiion that "commercial motor vehicles be 
restricted to a reasonable maximum tonnage". Are you 
aware that there are provisions now in the Province of 
Alberta, regulations respecting maximum weight and 
limit of vehicles on’ the highway? 

A.’ \lassume that there are in all provinces. 

%. And you would assume that in so far again: as 
Alberta is concerned (because I am concerned only with 
Alberta) that those are adequate to carry out the 
responsibility of the province? 

A. EF am not prepared to answer because I am not 
familiar with your Alberta situation. 

Q. And you will be generous enough, Mr. Kelly, 
to be prepared to assume that without that information 
you are notuprepared (to) sayy it is),net? 

A. Thetdsyucornest« 

OQ) | Then, afPayourdook at No.) 1lO;in which) you nave 
a recommendation that a "uniform legislation be enacted 
to ensure reasonable standards in regard to working 


conditions, including wages and hours of labour --" 


oft od eteed Boy. piyow gl (a 


eg ei ees, 2S eae poy dotte fg nie 
‘ane se gety ees take . 
a 


Da em ¥ cae +7 zg ; ‘ 


iG SOOR VOR: 
: Le 


oJ 
te pa 
Sih er & 


SOI 


a 


tas 


4p " 

1 he 

ees bh > ta 1 si 
he 


(BROH sy. dohiw ad, Ge 


a = 
‘Betaca 46 


tf 


‘gis 
BN? rs oa, 1 ii at aber 


RAR Al 


- 7019 - Mr. Kelly, cr-ex 


now you are not prepared to question the adequacy of 

the numbers of inspectors and the amount of inspection 
that is carried on: by. the Provincial Board with respect 
to the hours of work and the standard of wages of people 
employed in the transport of freight by highway in 
Alberta? 

ho Pheoce cOntandgne 1 LO any one. territory. 

®. New then, woudd.jvyou dook at No. 7, Mr. Kelly, 
in which you say that "no bus or truck be permitted to 
operate on the highway for revenue purposes where 
adequate transportation facilities already exist or 
where the steam railways can and are willing to provide 
these facilities", and you made that clear yesterday 
to Mr. Covert that you felt that there should be no 
traffic by truck on highways which parallelled adequate 
rail service? 

An witha viish wedettn. 

rn Theat. dis our. position? 

Bs.) wAhes . 

Q. Now, Mr. Kelly, do yom realize that applying 
that proposition to the Province of Alberta, that the 
trucks would go off the highway from the Montana line 
to the Alaska Highway at Dawson Creek, B.C., Highway 
No. 1. Do you realize that that is what the implemen- 
tation of that recommendation would mean? 

A. dit is quite correct, possi.bly. We are prepared 
to still sustain that petition, 

Q. You are prepared to recommend to this Commission 
that the trucks be completely remove'd from the highways 
running from the Montana line to Dawson Creeik, B.C., 
because the highway parallels what I am prepamred to say 
is adequate rail service between thos e two Points? Are 


you also aware that you would take the trucks off the 


i ( i P pe = ay 
RUN ee ; te a 
“to. Yesupehs. sft sotresup: a? ‘opened: son. 94 


4 . 


pontogaast to trues sat DUP B1O peoeqanh\20 Ker 


a : a ae ' S: ayol ® wee "4 
vaogqeer: Hobe Based. Ls hoatyorm: oes vs 1 Re tans 


49 Sr bes) g. ony (OAs 


edhe Ds 
( 2410.0 


ig : ae Cmte | ome ea : ‘ - “ ° . ’ i 9 

; ; . : 7 

% Ww nodoatud ouioves ii yawdelteds qoleveme or re 
ay! ; { .» (i. Ara i : } , 54 y soak Baan 


Bes sha seq) Barrie eal Linort ne Raiodemea sseugoh6 
; se : yy? ee et 5 y os avew a x ; maa § ba fit ont fi 


; : PO byes is : ro TR en 3488 t bs f 4 mit r ney ; a! 4 Lt a byte" - anor 


BAL | 


‘@ ure » : F j s ; ; 
a) a i Slackea seat cnn “Teh vor Jas +¥oFOD oft. ac tl 

n ; - Pee | p 2 de “ 3 ; 4 
fey z ian 
RS  ) entesrey: ot totteehe Ustde eveweael ce see 48) ot TveNs iy 
rm airs - 2 bap ae SP i hate ee |S = ae col =o ews R 
Aull 4 

a eae 

wy) y ae ®y 

% E 

ate ef dnd 

Leh 

pir vy . 

i 1 ;. 

’ 4 

s $ 

so A 


he oe eeepd ia 46-1 sabvetd od oo god s Lengot¢ oh bd Mt 
4. : 1 a} x i% ey 
| bet aime bisow exOMT 
Jame) mepadet ih ay et exesik anti: od 
4 1 oS PED pe a a “ ; a9 ¥ 
a ti a 
al AJ, who « ott 


fe Radin “eta Nooemooeen Rada Ree sotsed. ° 


ee ! i 


ae tee . LHortireg J ngityetetare 
; ' ; j ‘ i 
J > . fe ae 2 


fetes tenet sins oo beemeoer of Dox ncewpana, goy 


; Wa 
: - at a fines 
Seyswieid orc Nort tireyeee: vs $3 b. eu haa oer aaheeres 


WE , Mesupd ase oe Kath se notene oa ve 


a rn wie) G + i Tomei 2 | a eRe". We rain apod Sage oe ‘coma 
. ry us id 


J onto 


wr 


i 


‘ | Rh eS Are 


- 7020 - Mr. Kelly, cr-ex | 


highway from Banff, Alberta, to Medicine Hat eastbound 
and from Crow's Nest to Medicine Hat westbound? 

A. If the railways can provide adequate service, 
we still contend that there is no good reason for a 
highway carrier in direct competition with the railway 
where the railway can and will give adequate service 
between these points. 

Q.. Mr. Kelly, I simply want to get on the record 
precisely what you mean and I must say you are very 
frank tapout wo the Wwedord ‘can say that your 
Association would take the trucks off the highways from 
Banff on the west to Medicine Hat and from Crow's Nest 
Pass on the west to Medicine Hat and go by the Canadian 
National territory from somewhere in the coal territory 
and Edmonton to Lloydminster in the east? 

A. If the railways can provide adequate service 
between those points we cannot see that there is any 
place for direct highway competition in connection with 
the railway. 

* As far as I know -- I have no railway time- 
table and infact: the timetable would not tell me the 
freight schedules anyway -- but as far as I know there 
is. reasonably good servicewson all these lines I have 
mentioned to. you and in view of the fact that those trains 
are running fairly regularly then, so far as your 
Association is concerned, those trucks must come off. 
Then do you realize also that between Red Deer and the 
Saskatchewan boundary at Alsask trucks must come off 
because there is, I assume, reasonably good freight ser- 
vice there from Red Deer to Kerrobert which is in 
Saskatchewan, of course passing the Alberta line at 
Alsask or Monitor so those trucks would come off if that 


rail service is, as you say, reasonably adequate? 
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A. We still stand by our recommendation No. 7. 

%. And the trucks would come off from Edmonton 
through the Saint Paul-Deville country to the Sask- 
atchewan line near Cold Lake, the trucks would come 
off if your Association's recommendations were im- 
plemented in every way (they might-or could be im- 
plemented as a result of these deliberations of this 
Commission), these trucks would come off? 

A. The only answer I can give you, sir, is that 
our position is where the steam railways give a still 
proper and adequate service between two distant points, 
there is no place for highway competition in direct 
parallel with the railways between such points. 

Q@. For the record I only have one more line to 
give you and that is the line from Edmonton to the 
west, in the north over the old G. W. railway now 
jointly owned by the Canadian Pacific and Canadian 
National. Where there is what the railways might regard 
as adequate rail service the trucks would come off 
that highway? 

A. I am not prepared to subscribe to the thought 
that the railways only are to determine what is adequate 
service. You say what the railways would regard as 
adequate service. I think someone else has a voice 
in that. 

2. Now Mr. Kelly, will you tell me and this 
Commission that if those trucks were taken from those 
highways of Alberta (and I will tell you that these 
are the main highways of Albert) -- if all the trucks 
came off, and for the matter of that the buses too, 
but I am not concerned with the buses, that 2f the 
trucks came offf and the people of the Province of 


Alberta had no truck service covering any of the points 
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on any of these lines I have mentioned, do you sey that 
the economy of the Province of Alberta would be advanced? 

A. I don't know if I get your question. 

2. Would it be for the good of the Province of 
Alberta? i don't want to be technical about it but 
would it be for the good of the Province of Alberta 
that those trucks should be removed by one Act of 
some Commission or Legislature? 

A. I am not familiar enough with the conditions 
in the Province of Alberta to answer that question. I 
a6 say this, that we contend that where the railways 
can and are willing to provide these services and we 
have the Board of Transport Commissioners as a control 
to indicate the necessity of a rail service, we think 
that the railways are a national necessity and deserve 
that protection. 

Q. You live where, please? 

A. In Ottawa. 

Q. You have no one certainly here who lives in 
the Province of Alberta and who would be able to discuss 
with me the consequences upon the economy of Alberta 
of the proposals you have made? 

AS 6 6We: nave NOD, 

Q. And you do not suggest you have very specific 
knowledge of the amount of traffic which goes over the 

} roads on the highways I have mentioned to you? 

Pino, NOt 

Q. You have no means of saying what the people of 
Alberta would say if the truck service was completely 
removed as you suggest? 

A. You will find.in our brief, sir, that-wesay 
that this cannot be done immediately, that it would have 


to be done after planning and consideration in judicious 
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graduation, so I would hardly think it is fair to think 
of these things happenening over night. Adjustments 
would be made which would take care of the services 

as well as the change. 

Q. You are advocating that before this situation 
can be brought about there would have to be the kind of 
thing Mr. Covert discussed with you yesterday, a Planning 
Board set up, who would weigh the effect it had upon 
the village of St. Pauls Deville if it could not get any- 
thing any longer by truck from Edmonton and would have 
to rely on the railway, that such aBoard would have to 
go to these things? 

A. To protect public convenience and necessity. 

Q Q. Now this "public convenience and necessity", that 
is a certificate that they have in: some provinces which 
Says that before you can run on a highway you must get 

a certificate from the Board and then, some one having 
got a certificate, then.no one else gets one. That is 

the way that sort of thing works isn't it? 


x 


A. I think generally so for the reason that the 


SF 6 ar 


Licensing Authority must determine at once to whom they 
have granted the licences sufficient to servbe both 
necessity and convenience and they must protect it. 

Q. So,ysif-my friend Mr. Covert and Mr. Desmarais 
formed ees to operate a truck-line between Edmonton 
and St. Pauls Deville and Mr. Smith and I formed a company 
to operate there and we went to the Board and asked for 
a licence, the Board unless my friends Mr. Covert and 
Mr. Desmarais were doing a poor job, they would say to 
us: "You just scrap your vehicles; you can't operate”. 
Would that be about right? 

A. I am assuming, sir, that before yourself and 


your friend undertook to enter that business in: that 


territory that you would be sure of a licence. 


r a ¥ " i - par Cc 
yates 4 4 
a 


Ve ’ 


f hy - a 
7 7 


ets s Sra. ars 
Wht Paice ba ioe tee Bt od Site eide wrt t MuoK T.9 

bet ae tied 
‘bsechbd . dilie Tee ow chee ai al 


Sickie af Se anno Saad BlwOW itn tetw sini og hie 


7a? 7. +>* - . any 


, atte arid ae {Is hy 


~ . Teel ieee ft exotad Jac are eben sigh iret 5B 7 > 
| | ; | | ¥ ‘ye > 
teh 2 od od sant buon saene diols #2 tirerrd: 88 a89 
: | ; | ; ey oY oy ; iv a 
5) poe Nem tt » pyshtedaat Boy titiw Sasa kee G9 ce bay 
{ ia . . . . 5 Ae 


j o Aj f LEA <n 
et is Peo Astin 249 cdarew bisow odw .ae tee: frisot 
7 5 J is f 


‘ I 4 ia H a het t | a c ne 


is has @esHoabe ade? sid ya copped eri sects) 
2 ' ‘sy i] 


£ 7 md > > Y rf ; 
Pees + a i 14 sa i Bi ‘ke i 0 Yse8 vy 
e : ‘ 


tee 
oS) 


rae g#en? 07 

Miaknesrnos Bhrdae tong ont’ he aoe 
E . 5 ‘ , i eH 

ae 4 sep aaar. Be SRB TNS ViOD, Dilava: | eee ‘clk ae) ae. 


anos. ml si oyvedd hed? otesdiiieed &, 


ib Sopieerelas ie ny Fey MAL the noted tary 


apn Pet a oe oP: Po 4 rem pa Rtals: eg ; 1 iota, -odapkiiere 


t Bet a 
° . mer “a me ral» 
ra i, he - ¥ 
~ e) a , ah - 
fame i ar Se Ps i , Kis te ae 

‘ ; ‘alta 
a , ¥. 

3 tested taut vit contuk gr isaeoh 
mal 


>: 4 ofeies 64) Ansle ly iwe eeciran b.wt anera, 


» 5 *. 


See cd ues és J a 
ol fomtiiadetan yoate bal vers owneg, Bony aay ieeooiae 
’ ‘ Pepe igats mt are Mi hie 3 +t rt +o re i = 4 ,o8 «& 


Eetterts 


ing {(tenneks costae Spi nonest Bo Sdtectqno of giusginon Bt 


4 Yiegues S bawtey = Raa Apeet bere el2 ieee BA tan 8 


is op i oe & } ‘ Fits WW ait Bi. 9 at seid eters ae 


Ton, van | 
. bap sisted Cae Beas Pet. ya seeloy, weoe sei cabanas. 
rs ‘ , hee 
a ioe se ic: uP Pe ba, ee alee 
OL <fiow ga gases od: ’ ei gd cinema? “ae e OF 


2 A ce < ey ee i Js 
Gee UE, geonel toy ie dries, de 


- 7024 - Mr. Kelly cr-ex 


i Yes, that is right. We would have attuned our- 
selves to the socialization of things to that extent. 
Doesn't it come down to that whether it is a case of 
free enterprise or socializing the highways of Alberta? 

A. Our only question as to the propriety of the 
licensing, as we have experienced it, the licensing: of 
carriers for public necessity and convenience, is the 
fact that in many points we find that licensing authorities 
haye regard only to the lincences that they themselves 
have already issued between two points and have no true 
regard for the railway as a transportation system crossing 
the same two points and we say that the railway should 
be given equal consideration with other applications for 
a licence to operate. 

Q. Then what I say is this, that there is now -- 
I would like to put a concrete case; I could understand 
it better and perhaps you too. At the moment there is 
rail service by Canadian National from Edmonton to St. 
Pauls Deville. There are many, I suppose many cases -- 
you see, we have no "certificates of convenience and 
necessity in Alberta, so I suppose there are many trucks 
running from Edmonton to St. Pauls Deville. So your 
proposition is that if I wanted to go into that trucking 
service tomorrow some Board would refuse me a permit 
| because there is already rail service and truck service? 
A. I think that is a sound principle, sir, because 
any Licensing Authority that has the jurisdiction-to say 
\ who shall enter what particular transportation service, 
% must have some obligation to protect that enough so that 
7 firms in business need not be worried. They should not 
Simply sell licenses for the purposes of the licensing 
fee without regard to whether or not this fellow is 


going to be able to operate on a sound economic basis. 
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Q. Now you say you are concerned with the welfare 
of the community and the welfare of the persons engaged 
in transportation? 

A. That: deumight. 

Q. Now then, has your Alberta Association reported 
to you any instances of detriment to the community or 
detriment to the highway operator from the fact that 
there is no “convenience and necessity" legislation in 
the Province of Alberta? 

A. We have. no specific report from any point in 
the Province of Alberta? We are dealing with general 
principles. 

Q. And you do not wish to leave with this Commission 
(because I am still concerned with the Province of 
Alberta) you do not wish to leave with this Commission 
the slightest thought that there is not a perfectly 
satisfactory situation in connection with the transport 
of goods by highway in the Province of Alberta? 

A. I am not going to assume sir that our lack 
of knowledge of the, rovince of Alberta implies that 
everything is one hundred per cent in the Province of 
Alberta. 

Q. Iam just asking af you have anything to place 
before the Commission which would indicate any need in 
Alberta to change the present situation and when I say 
"any need" I mean any need on behalf of the community, 
any need on behalf of the persons engaged in highway 
transport by truck, and do you know of any need that 
exists in Alberta today which requires a change in the 
situation? 

A. We have no such information. 

Q. There are one or two more of your recommendations 


which I want to discuss with you and we come to 4. There 
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are only two left - 4 and 3. You say in No. 4 that 

you would recommend that immediate measures be taken for 
the elimination of destructive competition because of 
duplicating highway services. I have to ask you two more 
questions, Mr. Kelly. You do not know, do you, of any 
evidence of there being destructive competition caused 
by duplicating highway services in the Province of 
Alberta? 

A. I have no specific knowledge of Albert's condition. 

2. Now, there is No. 3 which is a recommendation that 
there be rate regulation of trucks. Now Mr. Kelly, you 
know that when there is truck competition the railways 
Very <Clienprinuiace mostly all ithe times will putin, a 
truck-competitive rate to meet that truck competition you 
are speaking of. 

A. You are speaking of 3? 

Quod en Speaking ofS. think that is) the: one 
that recommends rate regulation. The last two lines say 

". 4). especially with regard to the fixing of rates, 

tariff charges 
and as far as I am concerned you can stop right there. 
You know that when there is effective truck competition 
the railways generally meet that and put in a truck- 
competitive rate on the railways ? 

A. I would prefer to have the railway explain 
that. 

Q. Well, I thought that as a matter of common 
knowledge, Mr. Kelly, you knew that the railways met 
truck competition by putting in a rail rate which was 
competitive. 

A. To exactly what extent they are permitted to 
do so I am not able to say. 

Q. Well, that is a matter of rate regulation 


under the Railway Act and you would prefer mot to discuss 
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it. If you assume with me that the railways do put in 
rates to meet truck competition and that those rates 
are there to stay as long as the truck competition on 
the highway is effective, if there is a specially low 
truck-competitive rate put in to meet that, you would 
not suggest that itv is desirable that those truck- 
competitive rates be taken out immediately? 

A. I would for this reason, sir. We can say that 
the railways are a national necessity. We say that the 
taxpayers of the country pay for the railway as well as the 
truck. We say that the user of transportation should 
pay adequate rates for his privilege and that one should 
not force another below a rate that is equitable for 
the service’ performed. 

Q. You said something just a moment ago. I think 
you said it yesterday and frankly I was somewhat con- 
cerned when I read this morning. At page 6970 you say: 

"We should not condone or encourage or permit one 

section of the country to -capitalize on unregulated 
transport for hire to the detriment of the railway 
and to the taxpayer of the country who makes up 

the deficit incurred by the railway." 

You were speaking of the deficit of the Canadian 
National Railways? 

A® (That is so: 

Q. Whether there are any Canadian Pacific Railway 
deficits or not, they are not made up by the taxpayer? 

Aes TREC 2ients 

Q. Now you know that what is made up by the taxpayers 
of the country in the case of he Canadian National Railways 
is the over-all deficit which emerges after the Canadian 
National is required to pay its fixed charges. That is 


true and you know that if I can say so one of the important 
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things which this Commission has to go into is this very 
question of the capital structure of the Canadian National. 
You may be aware that the Canadian National itself has 
Suggested that probably something should be done to 
ameliorate that situation. Are you aware of that? 

AL. pine t, Le so:. 

Q. Now you say, nevertheless, that they make up 
the deficit of the railway and you are fair enough to 
agree with me that what the people of Canada are making 
up is this deficit left after they pay these large numbers 
of millions of dollars, after they pay their fixed charges. 
Now: 

"These deficits are paid out of a fund that is 
used to build the roadways on which the truck operates." 
As far as I know the Province of Alberta pays for the 
highways in the Province of Alberta. 

A. And the people and tax payers of Alberta. provide 
the fund that the Government of Alberta puts into the 
road. 

9. But "these deficits (of the Canadian National) 
are peaid.out of .a fund..theteis used, to. build .the roadways 
on which the truck operates". You may not have been 
correctly reported. Perhaps that is not what you 

. meant to say but you are reported as saying "these 
deficits (that is the Cenadian National Railways) are 
paid out of a fund that is used to build the roadways 
on which the truck operates." 

A. I cannot conceive of that language being 


absolutely correct, sir. My point is this, that we 


Ret 


are all citizens of Cinada and as such we meet the 
deficits of the Canadian National Railw-;s through 
Dominion taxation. We are also citizens of our respective 


provinces and we are taxed and pay into a fund from which 
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the province puts roads into the province. Now if I 
get your theory correct that, because the Canadian 
railways have the right to reduce their tariff charges 
in competition with highway carriers, assuming there 
were no deficits on the railway and we were starting off 
with a clean sheet, my thought is that it would not be 
long, with such competition, one regulated and the other 
unregulated,until there would be a deficit that we 
would be required to meet, and I say that any trans- 
portation is worthy of its hire and that there should 
be a regulation of tariffs and rates proportionate that 
- the person who benefits by transportation of any type 
should pay a reasonable price for the service that he 
TeCeives : 
@.. Perhaps we are at cross-purposes. Let us be 
specific again. Between Calgary and Edmonton there is 
truck service, Between Calgary and Edmonton there are 
truck competitive rates on the Canadian National Railways. 
If..your views. prevailed .the trucks would. come off between 
) Calgary and Edmonton and L-simply put it) poeyou “vhat 
. in all likelihood Db Bae would increase because the 
truck competition would have gone. I simply put it 
to you, is. that part of the objective which you say is 
j to,,benefit. the-people. of Alberta? 
A. If you had an over-all Planning Authority and 


an over-all central control that would be taken care of, 


| I should think, any arrangement or readjustment made in 
your transportation services. 
Q. Now that is interesting. How would you take 


care of that taking it step by step? The trucks would 
come off between Calgary and Edmonton because there i8 
adequate rail service, pick-up service, and service over 


night just as you were talking about between Toronto and 
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Montreal so that your Authority -- I quite agree there is 
a need for these trucks running back and forth paralleling 
the railways -- if we accept your suggestion they would 

be taken away. I suggest to you that the rail rate from 
Calgary to Edmonton would not be as favourable as we 

are enjoying now. Don't you agree? 

A. -L do not agree Tor this ‘reason. “If the’ rate 
is now below what it is judged it should be and what it 
would be judged by an Over-all Planning Commission 
Pe should bes then rr would “eo py “If iv is proper. Tor 
a Commission to weigh all the angles and the rates and 
they may decide that the present rates are sufficient, 
you would have an authority over rail rates as well 
as over truck rates and that authority would decide 
whether or not a rate was sufficient or should be 
raised or should be reduced. 

Q. That is fine. You would leave it all to this 
Planning Board and you feel that the fact that the 
trucks came off the highway between Calgary and Ed- 
monton would not put that rate back to where it was 
before the truck competition became effective. 

A. Unless that rate were justified in the 
judgment of ,the Authority or the Board that had the 
regulative authority. 

Q. I see. Now then, you said yesterday and lI 
have only one more question ~- you said in your brief -- 
I will call attention to where you say it in your brief. 
On page 1 you say in the second last full paragraph 
starting: "We submit it is absurd .. .", you say there 
in the three last lines: ". . . while competitors (that 
is truck competitors) pick and choose the more 
convenient and profitable traffic..." Now that 


expression has been used before and I just wondered, 
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Mr. Kelly, if you were aware of the legislation in force 
in the Province of Alberta which takes care of that 
Situation? 

A. I can say at the moment that I am not. 

Q. Well, you will let me read.you what the 
legislation in Alberta says about that, and I am 
inclined to think that you will agree with me that 
this is probably quite adequate. It is section 29 
(2) of the Public Service Vehicles Act -- 

"(2) No driver or operator of a public service 

vehicle shall refuse to carry the 

commodities stated in the owner's certificate 
iiobie. pamevare offered in proper condition 
unless at the time of the offer the 

vehicle is loaded to capacity or owing 

to climatic conditions the property is 

liable tolperish in transit." 

Now has your Association reported to you any 
anstances of carriers licensed in the lProvince of 
Alberta, and I mean licensed as operators of vehicles -- 
not licensed as to rates -- reporting any instanees 
where licensees from the territories of public 
vehicles in Alberta have refused to carry traffic in 
any commodity. 

A. We have no specific information from Alberta. 

I gather from your reading of that section it indicates 
that it must accept any commodity named in the certificate. 

Q. Yes, that is what the section says. 

A. You are still leaving quite a wide field, 

I assume, unless the certificate names practically 


evébything that would be offered for transport or that 
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the people of the community would require to have 


transported. 
9. I do not want to get into any detailed discussion 


of what the regulations are out there, but there are 
some trucks which only transport oil. You have heard 
that oil is transported in Alberta.. Now those trucks 
do not carry or hold themselves out to carry anything 
put oil of gasoline. You agree with that so that you 
can't expect an oil truck driver to be stopped on the 
highway to pick up a consignment of potatoes we will say. 
A. I am thinking; sir, of ,=the general picture and 
as you have referred to our comments here about the 
highway transport accepting the more perferable and 
profitable traffic, we still hold that that is true 
because there many many commodities that the people 
of this country, and wherever they may be located, 
often require to be transported that your truck cannot 


handle and you still have to have the railroad to 


handle it. 
Q. I am talking about the truck driver who is 


licensed to carry general merchandise which you mention 
and there are some which are licensed to do that, 


to carry general merchandise. I just wanted to know 


if you had any instances where those people had picked 


and chose in connection with the traffic? 


A. No, we have not. 


(Page 7041 follows) 
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THE CHAIRMAN: Anybody else? 

COMMISSIONER INNIS: Q. Do I understand that 
you would not allow the Covert-Desmarais Truck Company 
to compete with the railway under your planning organiza- 
tion? That is to say, you would not allow the railways 
to operate the Covert-Desmarais Company as competitors 
or ete 

A. Our point, sir, is that we think that the 
Commission are desirous of consideration of an ietioedd 
national transportation policy. Our whole point is 
that where the railways can and will provide adequate 
service in a community they should be given the right to 
perform that service because of their position in our 
national economy. 

THE CHAIRMAN: Q. Without the competition of 
trucks? 

A. Without direct dean tiieon from trucks serving 
parallel routes. We say that where public necessity 
and convenience can be and is met by the railways they 
should be given preference, because of the fact that in 
the broader field of the Canadian economy we must have 
railways and we must surround them with a certain amount 
of protection against present unregulated competition. 
Does that answer your question? 

COMMISSIONER INNIS: Q. I think it does. The 
Specific case of trucks owned by the Canadian Pacific 
Railway running between Brandon and Winnipeg bs I think 
we had some evidence to that effect -- I assume that 
your planning body would not sanction such lines? 

A. We advocate, sir, that the planning body would 
consider all the needs, all of the facilities offered 
by the railway to meet that need, and if there were needs 


that were not met by the railway, then the planning body, 


Phin 
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whatever form it might take, would license other forms 
to meet the need. as they saw ‘it. 

MR. FRAWLEY: Mr. Chairman, I would like per- 
mission to ask Mr. Kelly one question; I am reminded of 
it by Dr. Innis. question, 

Q. You know, Mr. Kelly, that the Canadian Pacific 
Railway has bought out the largest truck operator in the 
Province of Alberta, do you? 

A. I do not. 

Q. Did you ever hear of Dench of Canada? 

A. No. 

THE CHAIRMAN: What is the name? 

MR. FRAWLEY: D-e-n-c-h, Dench of Canada Limited. 

Q. You are not aware that the Canadian Pacific ww 
owns wholly Dench of Canada? 

THE CHAIRMAN: Owns and operates? 

MR. FRAWLEY: Own and operate Dench of Canada. 

THE WITNESS: Not that particular firm. I have 
no knowledge of that particular line of traffic. I know 
that they have -- both railways I understand have -- 
certain trucking facilities. 

MR. FRAWLEY: Q. Well, I don't know so much 
about the Canadian National but we know, of course, that 
the Canadian Pacific has started in or about the city 
of Winnipeg and, proceeding west, has bought up a con- 
tinuous chain of truck companies extending right over 
to the Pacific coast; are you aware of that? 

A. I don't know that, 

Q. Well, speaking of my own province you then are 
not aware that the Canadian Pacific owns and operates 
what was the largest truck operator in Alberta -- Dench 
of Canada? 
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Q. And what is the policy, what are the views of 
your Association, with regard to the operation by the 
Canadian Pacific of Dench of Canada side by side with its 
rasl Lines? 

Ae If the situation that you portray is correct, I 
assume that they have done it becauseof the fact that they 
are operating it in conjunction with their rail service, 
and at any rate in competition with those who are in 
highway service, that have attempted to take from the rail 
the service which formerly was performed by them, 

Q. So that your view to this Commission would not 
contain any recommendation that the ownership of truck 
lines by rail lines should be discouraged? 

A. I say it should be left to a planning commis- 
Sion, an over-all planning commission and regulatory body, 
and if the railways are operating trucks on our highways 
that are necessary for public necessity and convenience, 
they should be curtailed by this over-all planning com- 
mission in the same way as any other truck outfit. 

Q. I have just one more question. You are aware 
that certain large shippers, notably the breweries, 
deliver their own goods in their own fleet of trucks? 

A. 1e8, 

Q. You are aware of that? 

Ae Yes’, G1%% 

Q. Now, that method of qeration hurts the 
railways? 

A. That. is* true. 

Q. It is truck competition, and hurts the railways. 

THE CHAIRMAN: Those are not operations for 
hire. I think Mr. Kelly at the beginning of the sub- 
mission told us that he was only concerned with opera- 


tions for hire. 
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MR. FRAWLEY: That is right, sir. 

THE WITNESS: I think I said yesterday, Mr. 
Chairman and gentlemen, that we did not fecl that any 
logical argument could be made against any industry which 
trucked its own product -- talking about competition of 
trucking for hire. 

MR. FRAWLEY: Q. Then let me just follow that 
up a little. You are not, then, concerned, and you have 
no views and no recommendations to make with regard to 
this matter of large shippers owning and operating their 
own trucks and delivering their own goods throughout the 
towns and villages of Alberta? 

Ae At the moment we have a much greater problem in 
the trucking for hire than we have in the industrial con- 
cern that trucks its own business, 

Q. Mr. Kelly, if I might, let me suggest to you 
that you would find yourself in the middle of probably a 
still greater worry if you removed the for-hire trucks; 
you would simply force more and more large shipvers to buy 
and own and operate their own fleet of trucks; has that 
not occurred to your Association? 

Ae That is something that will have to be met when 
it arises and as circumstances dictate. We have a much 
more important job immediately before us. 

Q. I am putting it to you that that is a very 
important matter, and would your planning board undertake 
to say to those shippers that they must not deliver their 
own goods by truck if they chose? 

he I could not suggest to you, sir, what a planning 
board that is not yet abanedilait niet do. 

Q. There would not be very much free enterprise 
left if the planning board did that, Mr. Kelly, I would 


think. 
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THE CHAIRMAN: Are there any other questions? 
CROSS-EXAMINED BY MR. CAMPBELL: 

Q. Mr, Kelly, at the commencement of Part II of 
your brief, the first paragraph: 

"These organizations are vitally concerned in 
the matter of freight rates and railway tariffs 
generally, because of its impact on the wages and 
working conditions of the employees. The necessity 
for the expression of our views in this connection 
arises from the fact that the allegation of in- 
adequate tariffs frequently made by the railways 
has profoundly affected wages and conditions," 

I would like to know just what the meaning of that last 
phrase is; does it mean that the wages are too low on the 
railway? 

A. I think, sir, the most simple explanation I can 
give you of that language that you have mentioned is that 
each time any of the railway employee organizations seek 
to improve their wage conditions or wage rates, working 
conditions or wage rates, on through this indicates that 
they have at one time enjoyed a parity with the United 
States rates and conditions. Any time that they have 
sought to attain again that parity which existed in 1918, 
we met the question raised by the railways that freight 
rates and tariffs in this country are not equal to 
those in the United States, and consequently they cannot 
agree to a parity of wage rates. Is that the --- 

Q. My question was this, Mr. Kelly: in the last 
phrase of that sentence you say it has profoundly affected 
wages; does that mean that the present wages paid to 
railway employees are in your opinion too low? 

A. Yes. 


Q. At page 97 of the Prince Edward Island brief 
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I notice that according to the Dominion Bureau of Statistics 
the average payroll earnings by employees of the principal 
railways in Canada for the year 1948 was $2,729.10. That 
figure should be increased? 

A. Does the same record from which you obtained 
that figure show the hours these men work? 

Q. It does not show it here, I am just asking 
you, that figure should be increased? 

A. I would say yes, but I want to qualify that to 
this extent, that no gross salary or no average salary 
or average wage earned by any group of employees can be 
considered as to it being equitable or otherwise without 
relating to that amount of money the hours or miles that 
he put in to earn it. 

Q. put this to you, ‘then, Mr. Kelly: do you 
realize that, for instance, in my province of ©rince 


Edward Island it is practically impossible for us in 


ROLL ys a cits sear fa to keep our good stenographers after 
we have Hien ote beanise they want to go to work for the 
CN ah «7? Would you say that stenographers on the C.N.R. 
work longer than stenographers in private business? 

A. They may or may not. 

Q. Well, what would be your opinion? Youare a 
railway man. 

A. I assume that they would be about equal. 

Q. And they would be included in this? 

A. They are but a very small percentage of the 
group of railway employees for whom wage agreements are 
made collectively. 

Q. Would yousay that all the employees in the 
regional offices, office workers, would work about the 
same hours? 


A No doubt. 
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Q. Do you know, Mr. Kelly, what is the percentage 
of direct rail wages to the total direct rail costs? 

A. I cannot answer that. 

Q. I suggest to you that it is 55 per cent? 

A. That is a question the railways will have to 
supply. 

Q. At all events, you say it should be raised? 

A. In comparison with comparable service rendered 
to the railways with which our railways connect. 

Q. I suggest to you, Mr, Kelly, that the average 
pay for cabinet ministers in my province of Prince Edward 
Island is less than $2,729.10 per year. 

A. That still does not convince me that the fault 
Lies onour side... think. the.correction.lies with. Prince 
Edward Island. 


Q. Our ministers are possibly underpaid. Do you 


belicye, Mr, Kelly, .or have,jyou given 1t any consideration, 


that the total wage cost of the railways of Canada would 
be substantially reduced if some form of consolidation 
of the two railways of Canada were brought about? 

A. Depending upon form. We now have that in 
effect in pool service and in one railway operating over 
a line of another, Some progress has been made by means 
of that kind. 

Qe In other words, wherever you have consolidation 
of services you effect a saving in total wage costs? 

A. In some places that is done without incon- 
venience to the public; you have a Union Depot at Ottawa, 
for a glaring example. 

CROSS -EXAMINED BY MR. HUME: 

Q. Mr. Kelly, I have a few questions in connection 

with Part I of your submission. I. think, because I am 


sitting where I am, that you might feel compelled to turn 
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and face me, so I will move up here, and I think then 
perhaps the Commission members will be able to hear a 
little better, as you will not have to turn your face. 

THE CHAIRMAN: What part of this brief are 
you referring to, Mr, Hume?~- 

MR. HUME: Part I, Mr... Chairman... I have the 
printed copy, but I think I have the page numbers on it 
of the mimeographed copy; if the members of the Commission 
Mave the princes Copy lf Wil? rerer to iv’ 

THE CHAIRMAN: If you just give us a lead we 
Will tind Le ail rigntr. 

MR. HUME: Q. Mr. Kelly, in the Second para- 
graph of Part 1. -= first of all 1f you will permit me, 

I would like to get some things clear. Have you any 
connection or are you members of an association that 
this Commission heard called the Ship-By-Rail Association? 

Be No, we have no connection, and the question of 
the status of the so-called Ship-By-Rail Association 
was clearly explained to the Prime Minister and his 
Cabinet on March 24th last. The Ship-By-Rail Association 
as we know them are composed of a voluntary association 
of many different classes of employees which originally 
were formed on the Canadian National Railways for the 
purpose of soliciting traffic for the railway, and as 
years went by they have branched out into a field of 
making representations to governments, to provincial 
and federal governments, and to commissions such as this, 
making or prefacing generally their submissions with 
the statement that they represent all railway employees 
in Canada, 

Q. I take it you do not agree with that? 

Ay Not when some eighteen standard organizations 


have regular channels through which to present the views 
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of their men, and not particularly when the executive 
secretary of that association has an office in Toronto 
Union Station, the only one on the second floor not 
occupied, I believe, by Canadian National official staff. 

Q. Well, Mr. Kelly, this association that you have 
described submitted a brief and was a eae in 
Toronto on August 5, 1949, and, as I have read their 
brief, it was largely concerned with some of the same 
ideas that I see in Part I about the trucking industry, 
and I wondered if there had been any collaboration between 
you in the preparation of your submissions? 

A. Some of the members of our organization who 
have received copies of this brief are members of the 
Ship-By-Rail, I would not be at all surprised if there 
was a repetition of some of the things found here, in the 
brief that they may have submitted. 

Q. And they stated in evidence -- I am trying to 
find sb, end IlUthink To will be able to do so before I 
sit down a that their objects or one of their objects, 
was the preservation of the jobs of the railway employees. 
That was asked on cross-examination, and bie stated that. 
Does that correspond with some of the objects of your 
organization? 

A. Yes, naturally,to some extent. We have spent 
our lifetime in railroad service; we do not want to see 
it dissipated. 

Q. So will you agree with me that in preparing 
your submissions to this Commission, and especially 
Part I about the truck industry, that is one of the 
factors that you took into consideration, that is to say, 
the preservation of the employment and the pay cheques 
of the railway employees? 


a Correct. 
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Q. I am not quarrelling with that. 

A. Correct. 

Qe I just want to find out if that underlines --- 

A. One of the factors. 

Q. One of the factors, yes. Now, I would like to 
bring this matter with you, if I could, into a little 
sharper focus. Do you have any figures, or have you 
had occasion to get any figures from the Dominion Bureau 
of Statistics, as to the number of commercial motor 
vehicles in Canada? 

A. Attempted to get '48 figures, and we were told 
by the Bureau that they are still in preparation. We 
had '47, but we did not attempt to use them in prevaring 
this brief. 


Q. I suggest to you that the '47 figures, accord- 


ing to the Dominion Bureau of Statistics, were that there 


were 425,803 commercial vehicles in Canada in the year 
1947; does that figure sound right to you? 
A. YOs. 
Q. And that they made a preliminary estimate for 
1948 of 435,000. Now, have you made any studies or 
have you any estimate as to the number of those vehicles 
that are the for-hire truckers that you have stated you 
are only concerned with? 
THE CHAIRMAN: Pardon me, Mr. Hume; would 
you give us those figures again? 
MR. HUME: Yes, sir. 
THE CHAIRMAN: You mentioned two years, 1947 
and 1948, 
MR. HUME: Mr, Chairman, I might say that 
these figures will be discussed later in connection with 
the Railway Association brief -- they have them Bis and 


the Canadian Automotive Transportation Association brief, 


AM 


4 


aoe 
rg 
ry 


280m 
rae 


* 
AA 


- 7051 - Mr. Kelly, cr-ex 


but the figures I have for 1947 are 425,803, and the 
preliminary estimate for 1948, the time this was prepared, 
was 435,000. 

THE CHAIRMAN: Licensed motor vehicles. -- 
does that refer only to freight trucks? 

MR. HUME: I think, Mr..,Chairmman, -i0) refers. to 
all kinds of trucks. 

THE CHAIRMAN: ). 1G does not include; then, cars, 
family cars? 

Ma HUME: <No, mo, sir; just trucks, 

Q. Have you, Mr. Kelly, made any investigations to 
indicate what percentage of those 435,000 trucks are the 
ones that you are concerned with, that is, the for-hire 
trucks? 

AS We haven't attempted to analyse it at all. 

Q. Well, if I suggested to you that certain 
investigations have been made and they have been found to 
be less than ten per cent, would you agree that that 
might be about accurate? 

A. I cannot dispute a question when we have made 
no study of it ourselves. 

Q. So that those who have made a study have 
estimated that of those 435,000 trucks something around 
43,000 only a Chae 2S. About uten per: cent aves engaged 
an bias ponies trucking; we can assume that if that 
investigation has been made that figure is approximately 
accurate? 

AS May be. 

Q. So that when you have eliminated from Part I 
CL YOuUreD Ere a0. 

THE CHAIRMAN: Mr. Hume, right there, would 
you give us a general idea of what the other trucks are 


engaged in? 
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MR. HUME: Well, I do not think I am competent 
to do that. 

THE CHAIRMAN: You say that the figures show 
that there are only ten per cent, about 43,000, engaged 
in trueking for hire? 

MR. HUME: Yes, Mr. Chairman. 

THE CHAIRMAN: And then there remain --- 

MR. HUME: Ninety per cent. 

THE CHAIRMAN: A great number, 

MR. HUME: Yes. 

THE CHAIRMAN: What are they doing? 

MR. HUME: They are trucking farm produce, they 
are trucking freight for owners, they are trucking freight 
on a contract basis, Take; ‘for example), thetoreweries, 
which I have already mentioned; as I understand it, in 
the province of Ontario the breweries have formed jointly 
a transport company that carts their product throughout 
the country under a name, but they are not for-hire 
truckers: they only carry the products of these one or 
two companies that own them. They are engaged, fox 
instance, in a city where you have a large departmental 
store, which may have a hundred or a thousand trucks for 
CELLVeLy « They are engaged in the pick-up and delivery 
service of the railroads; they are engaged by the milk 
companies to deliver milk, and I could go on and on and 
on. The adaptability, you see, is so unlimited: that it 
is difficult to give you) sir, any composite’ picture, 
but at least for the purposes of my cross-examination I 
have stated that there have been estimates -- and I 
think the Commission will hear more about it -- that 
about ten per cent are engaged in the fopcieiae business. 

Q. So that when you exclude from your worries 


under Part I, as you did to my friend Mr. Covert yesterday, 
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the owner-driven truck, exclude everything except the 
for-hire truckers, you realize now that you are talking 
about about ten per cent of the total trucks in Canada? 

A. That is the figure you have given us, 

Q. We will assume for the sake of our discussion 
that that is correct, Now, you:have also, I think, 
exempted certain of those 43,000 trucks in your cxaminatim 
yesterday by Mr. Covert. You exempted, as I recail. it, 
the furniture movers? 

Ae I think we said yesterday that the puck had made 
its place, and there were certain commodities in regard 
to which the public demanded that service. Some 
counsel, I think, drew an illustration of a man wanting 
to move from Ottawa to Montreal, and we admitted that 
public demand was best served by the truck, which would 
back up to his door, take his furniture and place it in 
the home, even in the rooms of the home, to which it was 
being moved. That was but a small fraction of the --- 

Qe And you agreed that those movers, whether they 
hauled from Halifax to Vancouver, are still’ filling a 
service that the public have come to demand, and you 
are quite happy about that? 

A. I am not at all ready to admit that anybody 
moving from Halifax to Vancouver, as you just cite, would 
employ a truck, 

Qe Do you know whether people do employ trucks? 

Re They may. You’ can go to California ion a, bus; 
I presume you could ship there by truck. 

Qe Did you ever hear of the Hoyt's Moving Van 
Company of Halifax? 

ne You may have them; I am not attempting to dis- 
pute it. 

Q. So that I am suggesting to you that you have 
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said yesterday -- and I want to know if you agree with 
me tes that the public have come to demand that type of 
service, and you are not disturbed about that? 

A. No, but again I say that any such service, 
if it were of importance to warrant, would be given 
consideration by the over-all planning commission or 
board that we talk of, | 

Q. Yes, but you did not mention anything about a 
board yesterday, where on page 6958, in talking about 
this moving van business, you say: 

"I realize the truck has built a service of 
that kind that people are going to demand and 
there just is not anything that anybody can or 
should do about it." 

Were you correctly reported? 

Ae LE would still @o with that. 

Q. So that nobody should do anything about the 
moving people, no matter what their percentage is, whether 
they have five trucks or five thousand? 

A Now, I am not going to suggest to you or to 
the Commission that I am in any position to suggest to 
any of the people of Canada what they should do and 
what means they should hire, You are attempting to 
have me say that nobody should do anything about the 
furniture van; I am not attempting to do that, and I am 
not going to. 

Qe I am not trying to have you say anything, Mr, 
Kelly. I am reading something that you said yesterday, 
and I want to be sure that I understand you correctly. 

Pee What I tried to say yesterday i and I hoped I 
made it clear -- was that the fellow who wants to move 
from Montreal to Ottawa or from Ottawa to Montreal, or 


something of that kind, we know of many cases where they 
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employ the truck, which will back up to the door, will 
even take your furniture without being crated, and will 
move it for you and set it in the home to which it is 
being moved, I said I did not propose that anybody 
could or would do anything to prevent that service which 
the public had come to demand. 

Q. Now, today you are saying "could or would'; 
yesterday you said "could or should", and there is a 
aifference between them. I am not quibbling with you; 
it is an important point. 

ss Then what are you doing? 

Q. You said yesterday that nobody should control 
that kind of truck movement; now today you are saying 
nobody would, and I am not so sure they would not. 

By May I retract the word "should" now, and 
suggest that if an over-all planning commission decide, 
they will have authority to say what service that truck 
should render. 

Q. Right; and therefore if I want to move somewhere 
and the over-all planning board has said that they should 
not, then I am not going to have the same service that 
you’ said yesterday the public have come to expect and 
demand with regard to moving 2 

AY I am assuming that the over-all board when 
formed would give consideration to public necessity and 
convenience, and if in their judgment they provide 
regulations to permit the continuance of that service 
or restrict it within certain fields, or whatever they 
might deem to serve public necessity and convenience, I 
am assuming that they would make regulations accordingly. 

Q. So that today you are bringing back into the 
fold of this regulatory body the furniture movers? 
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jurisdiction of such a body if they were set up and so 
on; if I.did so. yesterday I regret.it, and.) wish to 
vetract it. 

Q. Well, we have corrected it, then, this morning? 

Ae RLeht. 

Q. Now, Mr. Kelly, in connection with your sub- 
missions -- and I am reading from the second paragraph on 
page 1, the last sentence--you state that your Association 
maintains that such interest demands reliable service 
with maximum standards of efficiency, safety and accom- 
modation to meet public necessity and convenience, 
ensuring uninterrupted service upon which industries and 
communities must depend, I would like to have you 
explain to me whether by that word "communities" you 
mean the communities that are served today by rail? 

A. Not only those served by rail. What we had 
in mind was the community of considerable size, say on 
a branch line of a railway. Truck service has been 
instituted through that community, which has taken from 
the railway a portion of the traffic, and has met the 
needs of the community for a portion of the traffic, 
Now, that continues until the traffic has been weaned 
away from the rail to the truck to the point where the 
railway applied to the Board of Transport Commissioners 
for authority to discontinue the service or perhaps 
abandon the branch line. Now,.if. they are successful 
in that application, the whole burden of transportation 
and the whole service to the community in respect to 
transportation rests with the truck. Then we find 
possibilities -- there have been cases referred to wi 
where the trucker or more than one of them on whom the 
community has to depend for transportation have just 


flopped and gone out of business. Now, they cannot put 
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a railway out of business; they cannot deny to a community 
a railway service without a hearing, an application to the 
Board. some authority must decide, 

Q. Mr. Kelly, you have made a statement now that 
you have heard of communities that were no longer served 
by, rail where the truck facilities collapsed; give me 
the name of one such community in Canada. 

A. No. 

Q. In other words, you are making a vague, general 
statement which you have no instances to back up; is that 
correct? 

A, No, I am not going to admit that we are making 
a vague, general statement that we have no proof of, 

At the moment I haven't any proof in my possession, but 
we can find in our records cases of where communities 
have been deprived of rail service, first because of the 
unregulated compeition of the truck with the railway, 
prompting the railway to abandon or apply for and have 
the service abandoned, and later we find they are at the 
mercy of the truck, and there is no guarantee, as we 
understand it, that the truck will perpetuate the service 
that they require, and if the truck flops on them the 
community is left high and dry without public trans- 
portation service, 

Q. You are stating that, then, as an actual fact; 
you have instances of that in your office; are you saying 
that? 

A, We have records of it that have been given to 
us by our different regional offices. 

Q. Is it possible over the noon adjournment to 
bring the names of any of those? 

A. I am not going to attempt to do it, sir. 


Q. In other words, you are now neither able nor 
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willing to attempt to give me the name of any such 
community? 

A. I am not going to attempt to do it. 

Qe Right; that is all I want to know, thank you. 
How many communities in Canada do you estimate are not 
served by rail ‘and are at the merey of the truck, as you 
put it a moment ago? 

A. How many communities? 

Q. Ves 

A. Ihave: NOsrecordy 

Q. Now, paragraph 5 of Part I starts off: 

"The railways are indispensable in both times 
of peace and of war. They are the only dependable 
means of transport for all commodities in all 
seasons, to all places served by them." 

I merely want to ask you, Mr. Kelly, in order that I may 
understand what you are driving at, if you imply there 
that in the trucking industry that industry is not 
carried out twelve months of the year? 

A. What we say there is that the trucking industry 
cannot handle, is not physically capable of handling, all 
commodities. There are times in the year, because of 
snow conditions and other road conditions, when trucks 
cannot operate, so that we say here that the railway 
is the only dependable means of transportation for all 
commodities at all seasons of the year. 

Q. So you are suggesting that there are times in 
the year when because of snow the truck cannat operate? 

A. And also that there are commodities requiring -- 

Q. I am not quarrelling with you on the commodities; 
I admit that freely. T am just talking of this question 
of the seasons, because we have heard quite a bit about 


the trucker running in the bright summer weather and 
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closing down in the winter, and I just wanted to know if 
that is what you meant when you referred to the word 
"seasons" in that sentence? 

A. I think you understand our meaning, 

Q. Have you had an opportunity of looking over the 
brief that has been filed by the Canadian Pacific Railway? 

ny NO, “Gir. 


Q. Well, may I-refer you to Part I, page 75, where 


"The highways are to a large extent kept open 
during the entire year." 
That is their view; do you agree with that? 

A. To a large extent; our experience in the east 
is that. 

Q. And you mentioned yesterday the service between 
Toronto and Montreal; do you agree that except for 
exceptional snowstorms the service is a regular twelve- 
months-a-year service? 

A. That is correct. 

Qe And that that may be true right across the whole 
country? 

Ae That is correct, 

Q. Now, in the next paragraph,the word "protected" 
-- I should like to find out what you mean by that, The 
paragraph says "railways must be maintained, controlled 
and protected"; now, what do you mean by the word 


"protected"? 


A. "Protected against unregulated transport agencies.” 


THE CHAIRMAN: The word "protected" is not 
alone; it is "protected against unregulated transport 
agencies." 

MR. HUME: I appreciate that, Mr. Chairman, yes. 


Q. It must be maintained, controlled and protected 
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against unregulated transport agencies; I just want to 
know what you mean by the word "protected"; do you mean 
that it must be ensured its monopoly? Is that what 
you mean by "protected"? 

A. I mean -- and I think we explained yesterday, 
and you have mentioned it again now Be in che service 
from Toronto to Montreal; we say that it must be protected 
against unregulated -- 

Q. Transport agencies? 

As Transport agencies which operate over parallel 
routes. We see no justification for a flect of trucks 
to operate parallel with two main lines of railway between 
Toronto and Montreal, for commodities between those 
points, 

Q. Right. Now, let us take that example that you 
have just given, Toronto and Montreal. Do you know any 
truck transportation between those two cities that is 
not subject to some sort of regulation? 

A. Yes -- no, I don't know of any transportation 
that is not subject to some sort of regulation. 

Q. All right; so that when your sentence says 
"protected against unregulated transport agencies" that 
does not apply between Toronto and Montreal? 

A. Possibly we were faulty in the use of our 
language. We should have conveyed more clearly the 
thought that the regulation of transport agencies is not 
comparable to that imposed upon the railways for parallel 
Beryvies, 

Q. is it fair to say this, that what you mean is, 
protected or regulated from the railwayman's point of 
view? 

Ae Regulated in consideration of their competition 


1 with the railway, at least subject to comparable 
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regulations for the carriage of that traffic to those 
imposed upon the railway. 

Q. I suggest to you that the provinces of Ontario 
and Quebec in this run we are talking about have got 
regulations in force? 

Ne Of their own. 

Q. Of their own, And I take it also that you do 
not like them? 

AS Because apparently in their licensing and in the 
regulations which the provinces impose within their 
boundaries, they have not given a full and proper considera- 
tion to the fact that the railway is there as one of the 
transport agencies. 

Q. Yes; so therefore I take it that you do not 
like them for the reason that you have just now put on 
the record, and that that means that you do not like them 
because they do not adhere to your point of view? 

As I do not like them: because of the fact that they 
regulate in a sort of way within their provincial boundar- 
les the transport of goods for hire, and they do not 
regard the fact that the railway operates, and can and 
will and does provide service on parallel routes from and 
to the same point. We feel that to regulate one and not 
apply comparable regulations to another must breed unfair 
competition, 

Q. Yes, certainly, from the standpoint of 
repetition, I understand; but what I am trying to suggest 
to you is that trucks on that run are regulated but 
that you do not like the regulations because they are 
not from the railway point of view; is that a correct 
statement? 

A. No. We do not like them because they do 
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manner; the same regulations do not apply to all who give 
that service. 

Q. Now, when a trucking concern wants to get a 
franchise to run from Toronto to Montreal it has got to 
go, as has been said, to the Ontario Municipal Board; 
is that not correct? 

A. L pelteve. (so; 

Q. And the railways turn up at those applications, 
don't they? The railway counsel turn up? 

A. I don't know what the railways do, 

Q. Your organization turns up on some of then, 
don't they? 

As On some of them, yes, 

Q. And you are given perfect freedom of expressing 
your views? 

A. tnat is right’, 

Q. And the decisions as to your views of the 
regulations do not always result in a decision that you 
like; is that correct? 

A. That is right. 

Q. And therefore when you speak of unregulated 
transport agencies you mean that the regulations that 
are issued are not regulations that you want to sce in? 

A. I mean that the regulations for the common 
carrier or the carriage of traffic are not uniformly 
applied or uniformly applicable to all who engage in 
that form of transport on that point, 

Qe They are uniform between Toronto and London, 
Ontario, aren't they? 

Ae Between the truck and the railway? 

Q. No; are you talking about the uniformity of 
provincial regulation on the trucking industry or the 
uniformity o regulation over the whole transportation? 


(Page 7070 follows) 
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A. The point I am trying to make (and you say we 
find fault with the regulations because we do not like 
them and they do not suit the railway purpose) -- 
the point I am trying to make is that our objection to 
the regulations is that they cover the traffic between 
two main points by different forms of carrier, but the 
regulations are not uniform in application to both forms 
of common carrier. 

Q. So you would want the same regulations applied 
to trucks as you apply to the railways 

AS AS Parone LUeis practigable to do’ so. 

Q. Do you want the same Board of central organization 
to control both? 

A. -We feel that we could never have a national 
transportation policy until we have some central control. 

a. Then to get back to my question, do you think 
that the Board of Control of he railway should also 
control the trucks and thereby set up a sitting controlling 
authority. 

A. That would be a matter that would have.to be 
given consideration because of the amount of work 
involved and the various phases that would go into 
it, but there should be, in our opinion, some central 
authority and control that would give all transport 
for nire consideration. 

@. Well, in Principle No. 3 you suggest that 
buses and trucks be under supervision by a Transport 
Commission with like powers to the Board of Transport 
Commissioners. I just noticed that and I take it from 
that that you do not necessarily mean that the one 
Board is going to control the rail and trucks? 

A. We are not attempting to suggest details of 


administration or attempting to suggest a policy 
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that we would suggest would be beneficial to the whole 
situation. 

Q. Then supposing you had this Board constituted, 
or it becomes possible to constitute this Board and it 
turns out that all the members of this Board are from 
Mr. Frawley's province and they say "our regulation with 
regard to trucks is that there are not going to be any" 
with regard to rates and certificates of convenience. 
Now would you be satisfied with such a Board as that? 

Aa NOs 

Q. You want.@a Board to regulate the trucks from 
the railway point of view? 

A. No, 

Q. You want a Board to regulate the trucks from 
the truckers! point of view? 

A. No, we want a Board to regulate the transportation 
of Commodities for the public necessity and convenience 
in fairness to all who are engaged in that transportation 
project. 

Q. And you want a Board to regulate it to 
protect the railway at least on an equal footing with 


the trucker? 


Q. Now then, if I may refer to the last complete 
paragraph in Part 1 referring to the words about the 
middle where you say: "By no other means can eaeh form 
of transport be allocated to the sphere to which it can 
best serve its purpose". Now, Mr. Kelly, I suggest to 
you -- 

THE CHAIRMAN: Where is that? 

MR. HUME: It is Page 1, the last paragraph 
commencing "the need for uniform regulations. 


the bottom of page 1, the last complete paragraph on 
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the page and I read the sentence about "allocating 

to the sphere". The sentence reads "By no other means 
can each form of transport be allocated to the sphere 
to which it can best serve its purpose a 

THE CHAIRMAN: But it aati them "uniform regulations 
and control by a central authority of all transporte 
agencies" remember that. 

MR. HUME: Yes, we have been talking about this 
central board. 

THE CHAIRMAN: Now then "by no other means can 
each form of transport be allocated to the sphere 
to which it can best serve its purpose i 

MR. HUME: Yes, Mr. Chairman. 

THE CHAIRMAN: That ties it down, doesn't it, 
to one central authority that would have jurisdiction 
over all transport agencies? 

MR. HUME: Yes, Mr. Chairman, and what I want Ito 
find out from the witness is what he means’ ‘allocation 
to a sphere". Do you mean allocation as between trucks 
as a medium of transportation on the one hand, the 
railways on another, the pipelines on another, and 
the air on another, and the ships on the wate.r as 
another? Is that what you mean by "all allocation of 
spheres '9 

A. Not only that but we go farther than thaw}: 
we say that in respect to highway transport. All 
through our brief and all through our bubmissions we 
say that it should not be in competition with railways 
on parallel routes. We believe a Commission, instead 
of having licensing authorities in the various provinces 
with regard to the services afforded by the railways 
granting highway licenses, a Commission should plan 


the truck licenses. They cannot move the railways but 
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they can plan truck licenses that would serve the people 
in conjunction with the railways as feeders, if you put 
it that way, instead of being competitors over parallel 
routes. 

2. So this “allocation to spheres" is that you 
are going to allocate the spheres in the trucking in- 
dustry? You are going to tell the truckers what they 
can do and cannot? 

A. And you are going to tell the railways what 
services they aré going to place on the rails. 

Q. Well, you have that now about the railways? 

A. Yes, and unfortunately we haven't it elsewhere. 

THE CHAIRMAN: What is that you said? 

A. Unfortunately we haven't it elsewhere. We 
have it om the railways. 

MR. HUME: Now then, when you say you haven't got 
it elsewhere do you know what the situation is in the 
Province of British Columbia about the regulation of the 
trucking industry in: that province? 

An £ will have to sey to you as I.said to. the 
gentleman from Alberta, we did not deal with any specific 
provinces or their regulations. 

Q. So that you do not know whether or not you have 
got it elsewhere? 

A That. 1's right. I know where there are places we 
have not elsewhere. 

Q. Specifically what places do you know that have 
DOr ote 77? 

A. Ontario and Quebec, for example; highly in- 
dustrialized provinces. 

Q. Are you aware that neither of the provinces of 
Quebec or Ontario are taking part in this inquiry? 

A. *That is of no interest to me, sir; I am only 


making our representations to the Commissiom. 
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4. So on this allocation to the sphere you are 
going to restrict the trucks to a sphere? It may be 

a different sphere, a feeder service or something that 
this Board can’ deeide it could’ best do? 

A. Depdanding on the decision of the Board and 
the best interests in public necessity and convenience 
and the interest of the carriers that are going to render 
that service. 

Q. Suppose you had this Board in the allocation 
of services taking the same view that a lot of Boards 
take today that there is not any particular sphere for 
the trucking industry, they can go one thousand miles 
or five hundred miles? 

Ao wo Connon Conceive Of any such decision. but if 
1t comes it will have to be met. 

Q@. Well, we had the word on Tuesday, I think, of 
a witness in Prince Edward Island who told us of a person 
in Michigan who wanted to send trucks to Prince idward 
Island, pick up potatoes by truck and take them back. 
tieo 2 "quire a distance, asn't.. 30? 

A. That is right. We have knowledge of trucking 
concemns in Michigan that wanted to establish and did 
establish a road service to use our Canadian highways. 

Q: ITI am not asking about that. Let us not get off 
the subject. I was stating we had heard on this question 
of the allocation of sphere of a specific trucker in 
Michigan who wanted to send a truck to Prince Edward 
Island, load up with potatoes, and take it back again. 

Is your Board going to say that is something they should 
not do? 

A. When a Board is constituted we will let them 
decide. I am not in a position to say what a Board which 


is not yet constituted may: do. 
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Q. Then the Board, when it is constituted, if 
they said: "That is all right, you can go two thousand 
miles if you want to", would you be happy? 

A. I do not suppose we would be unless the Board 
gave good and valid reasons for their decision. We 
would no doubt make representations. 

Q. You see, you have one view and the truckers have 
another. There are two views on this subject are there 
not? 

A. I -presume“every person is entitled to his 
view. 

Q. Now the first paragraph on Page 2 of the 
printed brief commencing: "should present conditions 
continue without corrective action, the growth of 
unregulated highway transport for hire will cause even 
greater concern" -- may I ask you whether or not you 
mean by the word "unregulated" that the growth of 
unregulated transport by this central authority 
is what you mean? 

Ars YOU poinved Outs that Righway transport-ror 
hire is regulated within provincial boundaries by 
provincial authorities. We say and complain that the 
regulations applicable to transportation do not deal 
in uniform terms with all of the carriers including 
the railways. 

Q. This word "unregulated" must appear a dozen 
times in this particular one and I want to find out 
what was your definition of that word. You do not mean 
unregulated in the normal English sense because they are 
regulated in a great many provinces. 

A. They are not uniformly regulated. 


Q. You do not say that when you say "unregulated 


highway transport". 


netiy 


ay eee 


- 7076 - Mr. Kelly cr-ex 


As Then let mé@ make clear that our opinion is that 
the regulations now applicable under provincial juris- 
diction to highway traffic are not comparable to the 
railways which go on the same parallel routes. We 
think they should be. 

2. And how many railways are concerned when you 
talk about regulation of railways? 

A. Anywhere that they are found. that operate 
parallel transport services in competition with them. 

Q. How many railway companies are involved in 
Canada that are regulated by the Board? 

AviwAldnexcepthythe-Ontario Nerth land;.1 belteve, 
which is an Ontario government owned road. 


Q. How many are there, do you know? 


~y 
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A. Ask some of the railway officers. I suggest 
they have them all atotheir fingertips. 

Q... Are: there five? 

AY | Bbve nor more, Lasugrest: 

Q. I want some figure. You must have some. idea 
Mr. Kelly, as to how many railways are concerned? 

MR. COVERT: Mr. Chairman, I do not know if the 
WiEneags hean i siventhis»orsnet., The only point 2 wish 
tO make pis i-don’vt<=think the time of the Commission 
should be taken up if there is better way of getting 
that information. 

MR. O'DONNELL: About thirty. Two railways do about 
ninety-eight per cent of the business and the rest are 
small. 

MR. HUME: So we have two main railways and some 
Other small ones. 

THE CHAIRMAN: You say the two large railways ‘do 
about ninety-eight. per cent of the business? 

MR. O'DONNELL: Yes. 


MR. HUME; For the purposes of the record does 
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my friend mean ninety-eight per cent of the railway 
msiness or ninety-eight per cent of all the business in 
Canada? 

MR. O'DONNELL: Railway business. 

MR. HUME: Now Mr. Kelly, you have a Board regulating 
about thirty railways. If I suggest there are twenty 
thousand truck operators operating in Canada doing regular 

business, how is your Board going to operate twenty thousand 
companies or operators? 

A. I am assuming if there are twenty thousand 
truck operators in competition with the railways that 
it is just that much greater evidence of the need for some 

form of uniform regulations and that ways and means could 
be found by a Board or Commission if they were authorized 
to do so, to survey the question and set out uniform 
regulations and regulations which could be and should 
be followed by all. 

Q. Out of four hundred-and thirty-five thousand 
truck vehicles you have forty-three thousand for hire- 
vehicles operated by twenty thousand individuals and 
companies. Can vee envisage the size of a Board that 
has to Pees Oe across Canada that number of 
transport concerns? 

A. I do not think there would be any strength in 
numbers of the Board. I think it would be a matter of 
judicious inquiry and development of regulations. 

MR. SINCLAIR: I wonder, Mr. Chairman. It would 
help me to understand the cross-examination a little 
better if Mr. Hume could give the Commission the 
percentage of the forty-three thousand that are engaged 
in over-the-road transport for hire, how many are engaged 
in pick-up and delivery for hire and cartage for hire 
and the breakdown of four hwandred and thirty-five thousand 
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THE CHAIRMAN: Well, he tells in that respect that 
about forty-three thousand operate for hire. 

MR. SINCLAIR: Then some must be farm trucks, some 
must be gasoline trucks. 

THE CHAIRMAN: I asked Mr.- Hume to give us a general 
idea of what the other 90 per cent did and he answered that 
question. 

MR. SINCLAIR: The proportion of the different types 
of trucking in that percentage -- that is important. 

THE CHAIRMAN: That is, what proportion delivered 
milk? 

MR. SINCLAIR: What are farm trucks and so on. 

THE CHAIRMAN: What proportion of the forty-three 
thousand did what? 

MR. SINCLAIR: Well first I think we should take the 
four hundred and thirty-five thousand. 

THE CHAIRMAN: Well, he tells us that there are 
forty-three thousand which are operated for hire. Now 
what is it you want to know? 

MR. SINCLAIR: Where do they operate for hire, within 
tne Jimits of the city, or within five miles of the city 
or are they engaged in commercial transportation or are 
they contract truckers only handling one business! goods 
or contract warpriers., 

THE CHAIRMAN; I think Mr. Hume described the contract 
truckers as being part of the ninety per cent. He referred, 
for instance to several breweries. They formed their own 
association but others had to make contracts with individual 
industries to deliver their goods but they are not within 
the ten per cent. Is that right, Mr. Hume? 

MR. HUME: Mr. Chairman, I am at a considerable 
disadvantage-- 

THE CHAIRMAN: I think you let me understand that 


1 about ten per cent, forty-three thousand are available to 
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the public for hire. 

MR. HUME: Yes, Mr. Chairman, that is the impression 
I ‘intendedto give. 

THE CHAIRMAN: Now if they are, Mr. Sinclair, what 
is it you want to know? 

MR. SINCLAIR: What I am saying, Mr. Chairman, 
is he speaks of four hundred and thirty-five thousand 
trucks. What I would like to know is how many of that 
four hundred and thirty-five lthousand are engaged in 
Over-the-road for hire trucking? 

MR. HUME: I have told you that; I have estimated 
it at forty-three thousand or I have said that estimates 
have been made that that is the figure. 

MR. EVANS: It would interest me, Mr. Chairman, and 
I think my friend is best able to provide the information, 
what proportion of the so-called over-the-road trucks 
are over-the-road for-hire trucks? My friend has 
suggested that the for-hire operations by truck’ is a 
relatively small proportion of the total number of 
trucks. I suggest that if my friend wishes the infor- 
mation broken down it will be found that the percentage 
of over-the-road trucks which are for-hire trucks is 
much higher than ten percent. 

THE CHAIRMAN: Well, Mr. Hume, what particulars 
can you give us? 

MR. HUME: Mr. Chairman, I cannot answer that 
question. 

THE CHAIRMAN: You appear for an Agsociation that 
probably has those figures, don't’ you? 

MR. HUME: If those figures are awilable, Mr. 
Chairman, then I will endeavour to secure them, but 
my position before this Inquiry is this, and I may as 
well state it now because it will have to be stated at 


some time. 
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Now Mr. Chairman, I have said more than once that 
this Commission is enquiring into matters within Federal 
jurisdiction and the industry that I represent originally 
took the position,and I am instructed still take the 
position,that they being under provincial jurisdiction, 
are not the subject of this Inquiry: but because of the 
fact that the trucking industry is tied up in the problems 
that this Commission has got to solve, I am here to give 
whatever assistance I can and to make sure that the true 
picture appears before you. 

Now I have not come prepared to be the subject of 
an inquiry nor have I got a lot of these figures that 
I know my railway friends would like to have or whether 
i can fev them. do ne, know, butoL do say that af Mr. 
Evans or Mr. Sinclair will write out what they want, I 
will turn that over to my clients and see if it can 
be procured and if it is a matter of interest to the 
Commission we will read it in. 

THE CHATRMAN: In the first place, you are here 
because you chose to come here? 

MR. HUME: Yes. 

THE CHAIRMAN: And consequently you have undertaken 
now to cross-examine Mr. Kelly who is speaking for a 
certain Brotherhood of railway employees and you have 
all the liberty you wanted to cross-examine him. 

MR. HUME: Yes sir, I was not suggesting for one 
moment that I had not. 

THE CHAIRMAN: I think you should also do what 
you can to help us in oOur.requirements here.’ I think 
you should also give it in writing. Can you put into 
writing what you want, Mr. Evans? 

MR. EVANS: I think perhaps that I had said in the 


transcript what I wanted and that that would be clear 


enough for my friend. If it is not I shall be glad to 
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state it in writing.and I might say I did not do this 
with any intention of embarrassing my friend. I thought 
he would have it available and I am interested in having 
i 

MR. HUME: Mr. Chairman, I will repeat what I said, 
het if. i can possibly get thie information I will’ do. so. 

THE CHAIRMAN: Well, let us eof more epouy 17. 

Let us know later whether thismatter has been arranged 
satisfactorily. 

MR. HUME: Yes, Mr. Chairman, I will make sure the 
Commission hears whatever is arranged. 

Mr. Kelly, I want to turn now to your principles 
contained on Page 3 of the printed brief and my friend, 
Mr. Frawley, has cut down my examination considerably 
because he has covered some of the ground, but there 
Pre sone, Quesv1 Ons. 1 Want to ask about it. No. 3/18 
in essence that you want buses and trucks to be under 
the supervision of this central authority we have 
talked about and especially with regard to the fixing 
of rates, tariff charges, accommodation, and facilities 
for passengers and shippers et cetera. Will you agree 
With me, Mr. Kelly, that in matters that are intra- 
provincial that that should properly be left where 
it is now with the provincial governments? 

A. I cannot agree with that thought. 

Q. You see, Mr. Kelly, you have got this problem, 
that in the Province of British Columbia they go a 
little bit along the way towards what you would like to 
see and in the eighbouring province of Alberta they 
have a completely different view. Are you going to impose 
upon the people of the Province of Alberta by a Central 
Committee some regulations about fixing rates that they 


«3 do not want? 
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A. As long as highway transport is in the field 
of supplying passenger service or transportation service 
from Prince Edward Island to V@ncouver, or from Sydney, 
Cape Breton to Vancouver, we think that it is only proper 
for the protection of people who use that service that 
there be some central body and some uniform authority 
and uniform regulations applicable to it. 

Q. <All right, thank you. You have answered No. +t 
for me. No. 7 -- "That no bus or truck be permitted to 
operate on the highway for revenue purposes where adequate 
transportation facilities already exist or where the 
steam railways can and are willing to provide these 
faci lites "+ 

You have answered some questions from my learned 
friend, Mr. Frawley on that point, but there are a few 
things I would like to get clear. Do you agree with me 
that if the railways had provided the same facilities 
between Toronto and Montreal that the trucks provide, 
that you would not have any problem about trucks? 

A. I cannot agree with you entirely because the 
question of rates comes te ak well as facilities. 

Q. There was a time when the truck rates in Ontario 
were higher than the rail rates before this recent uncrease. 
Do you know that? 

A tA hoe not. knows 

Q. Do you know there was a time when a truck rate 
was higher than the rail rate that the shipper still used 
a truck? 

A. I do not know that. 

Q. Will you agree with me that if I am a manufacturer 
of desks and some truck will come to my factoryand load these 
desks without any crating and take it by direct route to 


a my customer in Montreal that that is a facility that the 
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railway cannot now duplicate? 

A. If you had the same form of regulations governing 
all forms of transport for that desk, I assume that it 
would all be on an equal footing. 

Q. Would you suggest that if I wanted to ship 
one hundred of those desks that I could put them in 
the freight car without crating or protection around 
them? 

A. I understand there are certain regulations and 
again the railways would have to answer the question. 
There are certain regulations, I believe, that form 
the railway tariffs and the conditions under which you 
can ship by railway that are not applicable to shipment 
bys truck’ I think that is another example of necessity 
for uniform regulations. 

Q. Is there any imposed regulation that dictates 
how I crate this for shipment by freight or is that 
the railway’s own regulation for the protection of the 
article? 

A. I cannot answer you; you will have to ask the 
railway. 

Q. I suggest to you then that if either for the 
protection of the article or because of sensible railway 
regulationg I have to crate that desk that that is a 
facility that the railways cannot now offer that the 
trucking Concerns can? 

A. That the Board might tell the truckers to apply. 


Q. 


G 


If you had a desk and the trucker said to you: 
"Now t.ake that without crating it", would you ship it? 

A. As long as it was received at the other end in 
the same condition as I shipped it I would have no 


reasom to object. 


Q. Then you talk about the speed. I understood from 
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your evidence yesterday that between Toronto and 
Montreal goods left Toronto at approximately six 
o'clock and were delivered the next morning at 
Montreal? 

A. Approximately at that hour. 

Q.- Is that express or freight? 

Ae That. 1s frei ene: 

Q. Is that a service to your own knowledge 
that is going on without delays or interruptions? 

A. Our men that are actually engaged in the operation 
of trains tell me so. I think the railways would verify 
pe 

Q. Then, supposing I have merchandise in 
Charlottetown that I want to ship to Ottawa, how long 
should that take by freight? 

A. I don't know. 

MR. CAMPBELL: It is eight days to O'Leary from 
Charlottetown. 

MR. HUME: Mr. Campbell says it is eight days 
to O'Leary from Charlottetown. How many miles ié 
that, Mr. Campbell? 

MR. CAMPBELL: Eighty miles. 

MR. HUME: I am not commenting on that. 

MR. FRAWLEY: Not again, surely. 

MR. HUME: Do you agree with me that a truck can 
cover that eighty miles in less than eight days? 

A. I think it is absurd to ask such questyons. 

Q@. You mean you agree? 

A. I do not agree with the question at all; I 
think it is an absurdity. | 
4 MR. CAMPBELL: It is in the record. 

4 
MR. HUME: If it takes eight days -- and it is 


in the record -- for freight to move eighty miles -- 
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I am not being critical; we are trying to get your idea 

on this. If it takes one day or eight days to go eighty 
miles, do you agree that a truck could cover that distance 
in a better time than one day? 

Aw Thateis right. 

Q. And am I right when I suggest that that is one 
of the reasons for the growth of the trucking industry? 

Mon Wan is? vrisire’. 

Q. And the public have come now to depend on that 
and to expect 162 

hn LOB, 

a. And you are going to ‘say in. Principle No.7 that 
if they run parallel with the railways at all they will 
have to go? 

A. No, we say in Principle No. 7 that where the 
steam railways can and are willing to provide these 
Pee hay Ves. 

Q. You said yesterday and you said to my friend, 

Mr. Frawley, in the points he mentioned that you could 
see no justification for any truck running between Toronto 
and Montreal for hire because the railways go there? 

hoa. The Ts piehi, 

Q.. And I say that if the. customers can handle their 
freight faster on the trucks than the railways, would you 
agree that that is because it is a facility that the 
railways cannot offer? 

A. Between Toronto and Montreal where there is a 
great deal of traffic moving the railways do provide 
transportation facilities with equal speed and convenience. 

Q. AYre you suggesting that the railways move between 
Toronto and Montreal with the same speed and convenience 
that trucks do? 


A. I believe they do. 
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Q.. So that if ft is. shown at some subsequent time 
that is not so, then your views would have to be altered 
as shown in Principle No. 7? 

A. We will consider the evidence that proves it. 

Q. Since the invention of the internal combustion 
engine has the railway improved its service between 
Toronto and Montreal? 

A. I do not know that the internal combustion 
engine has got anything to do with it because both 
railways, I understand, for a considerable time have 
been providing a fast over-night service with the 
closing of the shed at Toronto at night and the opening 
of the shed in Montreal in the morning. 

Q. Would you say that the advent of the internal 
combustion engine in Canada has improved service? 

A. That would be a natural conclusion to reach, 
if the railways could meet their service but it would 
be only natural that they would do so. 

Q. So that the truck has something that the 
railway has not got and that the railways then tried 
to improve their service to try and match that? 

Aw That is so; they have a concrete road bed. 

Q. The growth of the industry indicates that 

the public wants that service? 

A. I do not know that there is any indication 
that the public wants truck service between points 
such as Toronto and Montreal. 

Q. Have you studied any figures to show the 
decline of the shipment of food supplies to an urban 
centre like Montreal as between truck and rail over the 

“ last twenty years? 

Ai. No. 


Q. Have you any figures as to the decline of food 
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Supplies to any of our urban centres? 

ey. SN. 

Q. You will agree with me that before the gasoline 
engine was adapted to the truck that all that food came 
in by rail and water? 

A. Before there was a truck service? 

Ws YOSs 

A. I presume the bulk of it must have because 
there were no o.ther means. 

Q. And you have not given any study to why that shipper 
has switched over to the truck from the surrounding country- 
side? 

A. No. 

THE CHAIRMAN: Any more questions? 

MR. O'DONNELL: I have not any questions but 
yesterday Mr. Kelly said at Page 6970, and I think it 
was without really appreciating the words used that 

"one of our railways is owned by the people of 

Canada and has run into operating deficits". 

I think it is more or less common knowledge that 
the deficits are not operating deficits but they were 
deficits which have occurred through the obligations 
to pay very heavy interest charges and that sort of 
a Tes 

ie I had no thought of anything only the 
deficit that has been given publicity, not the details 


of how it was created. 
2+ z thought that was the fact. 


A. It was the burden on the people that that deficit 
which was the only thought I had. 

MR. SINCLAIR: Mr. Kelly, dealing with the 
national transportation problem, am I correct that as 
a matter of principle you say that there should be 
uniformity of legislation for all forms of transport 


throughout Canada? 


A. Transport for hire; that is our general thought. 
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Ws And If there 18 2 bright. .spot.in British Columbia 
and dark spots somewhere else -- 

MR. FRAWLEY: Thank you very much. 

MR. SINCLAIR: -- all Ante are suggesting is that 
we should have something uniform so we can have it 
throughout Canada for the good of the people. 

A. AS a necessity for the protection of the railways 
which are necessary to our national economy and serve 

Menta Gated a. Tiere should not be a block. at one 
particular point, that is unnecessary or inequitable. 
It should be removed. 

Q. And if that can be done by co-operation between 
the province and the Dominion you would be satisfied with 
that? 

A. We are Nnoping that that can be done. 

2, snd if tne Dominion has jurisdiction. over 
inter-provincial transportation you think they should 
exercise it on highway transport? 

A. Anything that will bring about uniform regulation 
and control. 

Q. Now the only other part that I want ta deal 
with, Mr. Chairman, is Part 3 of the brief dealing with 
the proposed amendment to the Railway Act. Now regarding 
Section 179, Mr. Kelly, do you know of any other industry; 
public utility or otherwise that now has the measure of 
protection to its employees that is under Sec tion 179? 


As “L donot: know, 


(Page 7090 follows) 
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Q. Mr, Kelly, if the Canadian Pacific moves its 
employees to a new location, for any reason, it pays the 
cost of moving, transportation cost of moving furniture, 
the expense of moving the man and his family to the new 
Location; that 1s correct, is Lo nOt? 

A, That te rieht; I believe that is correct, 

de And they also at the new location pay for a 
minimum of one month all the expenses of the employee and 
his family while he is trying to find suitable accommoda- 
tion in the new location? 

A. You are speaking now of conditions covered by 
179? 

Q. I say for any reason. 

A. For any reason they transfer an employee? 

Qe They pay his expenses at the new location until 
he can find suitable accommodation for a minimum of one 
month; is that right? 

A. That, I presume, would apply to their salaried 
officers, executive and supervisory, that they move from 
point to point? 

Q. And also to their clerks that they may move -- 
say they move a stenographer from Winnipeg to Montreal, 
do they pay for that too? 

ge I have no knowledge of that. 

THE CHAIRMAN: I think, Mr. Sinclair -- go on 
if you have another question on the same ground. 

MR. SINCLAIR: I was going to say, I used the 
word "minimum" because under special circumstances or 
when it is reasonable they extend it beyond that period 
of one month. It depends on the circumstances existing, 
whatever accommodations are available, etc. 

THE CHAIRMAN: Well, I understood yesterday 


Mr. Kelly's complaint was addressed rather to cases where 


1 1 


' i 
stl SES 


. 
ge ae 


pene eee ae 
Re as eo eee 


{yaebais 2) 


as 


4 TOOL: = Mr, Kelly, cr-ex 


a railway moved almost all its employees from one place 
to another because that place is ceasing to be a 
divisional point or for some other reason and they all 
have to move except a few who are left there and con- 
sequently the houses they have built or bought ere 
left behind and lose their value. because the place has 
ceased to have the importance it once had, and they 
have no compensation for that sort of loss, 

Q. I think that was the complaint you made, 
wasn't it? 

Ae That isso, Mr; Chairman. 

THE CHAIRMAN: How would you meet that? 

How would you answer that? 

MR. SINCLAIR: Well, the question I put to the 
witness, Mr. Chairman, was that, while 179 docs not give 
an employee the right to have compensation from the 
railway where there has been a partial closing or 
abandonment of a terminal --- 

THE CHAIRMAN: Well, does 179 provide for 
compensation where there is only a partial abandonment? 

MR. SINCLAIR: No; where there is a total 
abandonment, 

THE CHAIRMAN: A total abandonment; that is 
what I understood. Now, the point is, should that 
sectionbe emended to go further? 

MR. ‘SINCLAIR; ‘That is right,’ my Lord; -to 
provide for similar accommodation when the abandonment 
is only partial, but nevertheless damaging to the 
employees. I suppose if any amendment were made it 

would consist of one allowing the Board of Transport 
Commissioners to judge in e case of that sort, 
MR. SINCLAIR: Well, the point I was making 


with the witness, my lord -- what your lordship says is 
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undoubtedly right, but even now, without any amendment, 
they have advantages not enjoyed by any industry 

in Canada; and, secondly, I asked the witness whether 
the Company did not on moves give some assistance to 
employees for expenses incurred by those moves, 

THE CHAIRMAN: Yes, you have brought that out. 
Then when an employee is moved he is compensated, he 
is paid for his movings that is one thing, but this, 
you see, is another thing; it is abandoning a location 
and causing a total move, and I think the complaint is 
that the totality of the move is disguised by leaving 
a few people there. 

MR. SINCLAIR: Very well, I will deal with that. 

THE CHAIRMAN: So as to make it look as if it was 
not an abandonment. 

A) eee io et eek rape P Wea ey ry? 

Ra PNAC LES Pight, Mr. Chairman. I wonder 22 J might 
say something for the purpose of the record. We spoke 
of Big Valley yesterday. We have since found yPiles 
that in normal operating times at Big Valley there 
were twenty-five engine crews and twenty-five train 
crews employed out of that terminal; as a result of the 
change made and the partial abandonment of that terminal, 
instead of being twenty-five crews they were reduced to 
two crews in both train and engine service, which will 
give some indication of the necessity for men to 
sacrifice their homes and move to other points. There 
were at least twenty-three train crews and twenty-three 
engine crews for whom there was no longer work at that 
terminal. 

COMMISSIONER INNIS: Q. How large a town was it? 

fA. The town, I believe, sir, was originally on the 


townsite set up by the railway, and there was nothing 
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there, as we have it, except possibly the odd 
storekeeper, and the balance were railway employees. 

Q. Yes, but how many people would be in the 
town? 

A. Well, judging from that number of crews, 
that would be 125, in addition to their families, 
and the servicing that would go with the town. 

Q. And how many people moved out? Have you 
any figures on that? 

A. In so far as these crews were concerned, 
they were reduced from twenty-five crews of five 
men each to two crews of five men each. 

Q. Was this the townsite in which the property 

was owned by the railways, in which the houses 
Were OWico by Ghee rallways, Or aecs. 

A. Originally I believe the townsite - 
some of our Canadian National men can correct or 
confirm it - I believe originally when the railroad 
was built and the terminal was built a townsite 
was located, and the men owned their own houses, 
built their own houses, and then when they were 
required to leave there was no property value for 
the houses, because the mainstay of the town was the 
railway service. 

Q. There was no arrangement by which the 
company owned the houses and rented them to the 
employees; it was a matter of ownership of property? 

A. As I understand, these men, a substantial 
number of them, had owned their houses. 

THE CHAIRMAN: Q. Including the land? Had 
they bought the land too? 

A. I understand S80 from the railway. And 


we have one other instance that might be incorporated 
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in, the record: AES Fork Central System at Niagara 
Falls the railway decided to transfer the switching 
normally done in that railway terminal to the 
American side, over at Suspension Bridge, New 

York, and they closed the yard at Montrose, partially 
abandoned it , left only a transfer service across 
with local cars.. The record shows that they reduced 
the number of employees from 130 to 70 - 130, the 
normal complement of staff, to 70, a reduction of 

60 persons. I am sorry to have interrupted. 

COMMISSIONER INNIS: Q. But you make no 
reference in your remarks to the sort of community 
which might grow up in a centre of this sort and which 
is destroyed by the necessity of moving? 

Aa Well. the point is, in Big. Valley, une 
picture that we get of it, that Big Valley was a 
railroad terminal -- no community, no community 
life there except that created by the fact that it 
was a railway terminal, and when the terminal work 
was removed and it was partially abandoned to the 
extent indicated, there just wasn't anything left 
there. 

COMMISSIONER INNIS: I was wondering, Mr. 
Sinclair, whether you were thinking of possible 
comparisons in the pulp and paper industry, where 
there was a threat to close down a plant down, and 
that led to intervention bty the provincial govern- 
ment -- would that be a partallel case? 

MR SINCLAIR: Well, yow have the telephone 
people, who have their employees spread right across 
the country, public utilities, chain stores, who 
have their units developing products at certain 


points, or a jam factory, for ignstance. 
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~, Now, this Big Valley case arose out of the amal- 
gamation of the Canadian Northern and ese 

THE CHOAIBMANS Mes Sinclair, 2. do. .not think. Dry 
Innis' question has been disposed of yet. 

MR SINCLAIR: I am very sorry. 

COMMISSIONER INNIS: My point is, here is a large 
organization which has a company town. Now, as I under- 
Stood your question, it was to the effect that there were 
no other industries in which that was the case, and I was 
raising the question as to whether the pulp and paper 
industry, for example, did not perhaps suggest that there 
were. 

MR SINCLAIR: What I asked the witness, Dr. Innis, 
was, where could he point to any legislation dealing with 
any other industry that already had the protection now in 
179 of the Railway Act? 

COMMISSIONER INNIS: I see; you are emphasizing the 
legislation. 

MR SINCLAIR: Yes. I am not saying that other in- 
dustries sometimes do not operate in different ways. 

THE CHAIRMAN: Well, I think probably the question is, 
where should the application of 179 cease? If there is a 
total abandonment, then apparently what you might call 
justice is done. Where is the point at which you would 
say, while this is not a total abandonment, there is just 
as much injury done, therefore there should be similar 
compensation? Should the section be amended to allow 
somebody to adjudicate on questions of that sort? Isn't 
that the question? 

THE WITNESS: That is it, sir. 

MR SINCLAIR: If I may, Mr. Chairman: The Big Valley 
case arose out of the amalgamation of the Canadian 


Northern and Grand Trunk at that point. 
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THE WITNESS: And the diversion of traffic resulting 
therefrom. 

MR SINCLAIR: That is right; therefore if that happened 
to-day the employees would be protected under the provisions 
of the Canadian Wariowes Canadian Pacific Act, 

THE WITNESS: I do not so understand it. 179 says 
the total abandonment. 

MR SINCLAIR: But the Canadian National-Canadian 
Pacific Act dealing with cooperative measures protects 
employees as to any loss that they may sustain by the 
implementation of such cooperative measures. 

THE WITNESS: That is true, but it does not--- 

MR SINCLAIR: So the Big Valley case is not e very good 
example. 

THE WITNESS: It still does not extend the principle 
of 179 as it was evidently originally intended. 

MR SINCLAIR: Q. No, but there is another :ct now, Mr. 
Kelly, that takes care of the problem that arose at Big 
Nanley; that 1.6 correct, 16, Le not? 

. I. would like to be certain, sir, that it completely 
covers the situation, and I am not. 

Q. Can you give me any example--- 

THE CHAIRMAN: Q. When did this Big Valley case occur? 

Ae 95h 9 SiR 

THE CHAIRMAN: I see; that was before the cooperation 
legislation was passed, 

MR SINCLAIR: It is reported in volume 21, 1931-32, 
Judgments, Orders, Regulations and Rulings of the Board of 
Transport Commissioners, at page 290. 

THE CHAIRMAN: I presume they held in that case that 
there had not been an abandonment; is that so? 


MR SINCLAIR: That 4s right; and it was under section 


179. 
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THE CHAIRMAN: Now you say that for the future, 
or since 1933, with cooperation, where there has been 
abandonment the employees are taken care of; is that 
right? 

MR SINCLAIR: The provision of the other ‘ct is 
now operative. 

THE CHAIRMAN: What about the case where a 
locality is abandoned without cooperation? 

MR SINCLAIR: If it is abandoned,sir, 179 
applies. 

THE CHAIRMAN: Then there must be a total 
abandonment. 

MR SINCLAIR: Quite so. 

THE CHAIRMAN: That is just what Mr. Kelly com- 
plains of. Very often a partial abandonment is just as 
damaging to the employees as a total abandonment would 
be, and he thinksthat 179 should be amended to look after 
Chav sort of case, 

Q®. Isn't that right, Mr..Kelly? Isn't that what 
you say? 
ih. Ther ts -eorrect, Mr. Chairman. 

THE CHAIRMAN: Well, is there any answer to that, 
or any counter suggestion to that? We can get it later, 
perhaps. 

MR SINCLAIR: I would like to ask Mr. Kelly, sir, 
if he is inferring that the Canadian Pacific Railway 
Wold merely leave a skeleton staff, so as to deprive 
their employees of compensation. they would be entitled 
to under section 179 of the Railway ‘ct. 

THE WITNESS: My only answer could be to that, 
that we have had experience at Big Valley. 


MR SINCLAIR: Well, that is not on the Canadian 


Pacific. 
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THE WITNESS: It was not on the Canadien Pacific. 
We are attempting to ask that recommendation be made to 
extend the provisions of 179 to cover partial abandonment, 
which has almost identically the same effect as total 
abandonment. It causes a vere We are attempting to have 
it extended to cover a situation, not a railwey. 

THE CHAIRMAN: Well, we will adjourn until half- 


past two. 


---At 1:00 p.m. the Commission adjourned until 2:30 p.m. 


(Page 7102 follows) 
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A. J. KELLY, CROSS EXAMINATION BY MR. SINCLAIR 
CONTINUED 


MR. COVERT:: Very well, Mr. Sinclair. 

MR. SINCLAIR: Q. Before adjournment Mr. Kelly. 
we were discussing Section 179 of the Reilway Act. 

Now, Mr. Kelly, how would you determine what wes or 
whet was not partial abandonment? 

A. I think, sir the only way to determine it 
would be by an appraisal or an inquiry into the traffic 
that had normally existed, and the number of employees 
required at that terminel to normally handle that 
traffic, under the one set of circumstances, against 
compsrable conditions sfter the change had been made. 

Q. How far down the line would you go; say 
there were five crews at a terminal, and through sa re- 
arrangement of traffic, one crew was no longer needed 
there, Would that be a partial abandonment? 

A. We had no such thought, sir. At every 
terminal, almost every terminal, on every railroad, 
where crews sre employed to begin and end their trips, 
there must be provision made for the fluctustion of 
traffic; and crews sre increased or reduced, according to 
the traffic needs, 

It is not unusual to reduce one, two, three, or 
five or more crews, depending on the volume of treffic 
and the number of crews required. 

Q. If legislation such as you propose was enacted 
do you not think there would be a great deal of disagree- 
ment as to whet wes or whst was not 3 partial sbandomment 
or closing? 


A. Well, as a result of potential chenges contem- 


plated by the C-nadian National-Cénadian Pacific Act which 
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which you referred to this morning, 3 measuring stick wes 
set up in that Amendment by which to determine 
many of these things; and they determined the compen- 
sation according to the years of service and what have 
you; they dvtermnbay uEsuEn « committee and a board, 

A. Don't you think that the railway employees 
now have pretty adequate protection? 

A. I think, sir, the best evidence I could 
give to you and to the Commission in support of our 
request for an extension or amendment to Section 179 
can be found in the Canadian National-Cansadian Pacific 
Act which you cited this morning, wherein it goes farther 
than we request or suggest 179 should go. 

I think you will find in the amendment to the 
Canadian National- Cenadian Pacific Act assented to 
on Jyne 3, 1939, that it provides, notwithstanding the 
provisions of Section 179 of the Railway Act, which 
relate to compensation of employees,for financial losses 
caused to them by removal, closing, or abandonment of any 
railway station or divisional point, any employee who is 
continued in employment and who is required by the 
employing company to change his place of residence, as a 
direct result of any such messure, plan, or arrangement, 
shall be compensated by the National railways or the 
Pacific railways, as the case may be, in whose service 
he is employed, one: for all reasonable travelling and 
moving expenses of such employee and his family, and for 

working time lost as a consequence thereof. 

I submit, sir, that we do not ask for any such 
thing in the extension of 179 that we propose. 

This covers travelling expenses necessary to the 


moving; it covers working time lost for the employee, 
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and it also covers for financial loss suffered in the 
sale of his home for less than its fair value; and in 
which case, the fair value of the home {n question shall 
be determined es of a date sufficiently prior to the 
measure, plan, or arrangement, to be unaffected thereby. 

I submit thet this Canadisn Nationsal-Canadian 
Pacific Act amendment governs conditions, only conditions 
created by co-operative arrangement between the two 
railways. It does not govern what might be practised by 
one railwoy individually. 

Q. There is no argument about that. 

A. The point I would make clear is that this 
amendment enacted in 1939, which alters section 179, as 
originslly enacted, and it goes much ferther in compen- 
sation to employees then we are asking the extension of 
179 tO Bex 

And if it can be determined, and was decided as 
indicated by this amendment in the one set of cirumsteances, 
we submit that it is further justification for the request 
we make in submitting our proposed amendment to 179. 

Q. In 1935 you submitted to Parlisment an 
amendment which wes exactly the one you are now submitting 
to this Commission, and it was refused. 

Gy LS thas correct 7 

A. ‘That’ is ‘correcvu. 

COMMISSIONER INNIS: What were the grounds of 
refusal? 

MR. SINGLAIR: The only ground I can suggest wes: 
that it was’ not justified. 

THE WITNESS: I do not think, sir, thet that is 
an entirely satisfactory answer. 

We have,almost annually, made certain proposals 


to parliemgnt in respect to proposed legislative 
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amendments. Many of them sre not acted upon for various 
reasons. 

Possibly their programme has been set, and they 
decide they do not care to vary from it. 

Other considerations might be given: that were 
our request to be granted, it would influence or affect 
others. 

[do not think’ 1t 1s fair to say that the fact 
that our requests were not met indicates that 
they were not justified. 

MR, SINCLAIR: Q. In any event, you did not 
succeed in having the Government introduce legislation, 
or have the legislation favourably considered in the 
house? 

A. We did not succeed, 

Q. In regard to clearance, Mr. Kelly, I think 
you told us yesterday, that the matter of clearance, 
side clearance, was now before the Board of Transport 
Commissioners? 

A. One phase of it, sir, that respectingparallel 
yard tracks, and receiving, switching, end delivery tracks. 
One phase only has been the subject of an inquiry, or is 
to be the subject of a hearing by the Board of Transport 
Commissioners. 

Q. But you would agree thst under the existing 
legislation in the Railway Act, the Board has full power 
to deal with matters of clearances of all types? 

A. That is true. But we do not agree that it is 
entirely proper and satisfactory, because the number of 
exceptions that are granted by the Board to structures and 
track centres and what have you, of laws governing standard 


clearance,are so numerous that they are not 
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effording the protection that would be sfforded, were 
the law more specific. 

Q. In other words,you do not happen to agree 
with certain of the judgments or orders of the Board of 
Transport Commissioners? 

A. That is quite correct. 

MR. SINCLAIR: The section, my lord, which 
gives jurisdiction to the Board, I would like to put on 
the record. Regarding the safévy towards employees, 
tt 18: 2074 

THE CHAIRMAN: I think this brief refers to 

Section 250, 

MR. SINCLAIR: Yes, That is a specific section; 
but I am dealing with the general jurisdiction of the 
Board. 

THE CHAIRMAN: a pees, YES; 

MR. SINCLAIR: Regarding safety, that is to be 
found - it is section 287 (1) of the Railway Act. 

It is extremely broad in its lenguage; and it 
reads as follows: 

"287. The Board may meke orders and regulations 

(1)generally providing for the protection of 

property, and the protection, safety, accommodat- 

ion and comfort uf the public, and of the employ- 
ees of the company, in the running sand operating 
of trains and the speed thereof, or the use of 
engines, by the company on or in connection with 
the railway." 

THE CHAIRMAN: But then, there is Section 250 
which deals with the broad topic of clearance, headway 
over cars, headway clearance and sideway clearance. You 


would have to read that section by itself? 
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MR. SINCLAIR: I think, my lord, that the 
General section is the one I was dealing with, in 
regard to side clearance. I am going to deal with over 
head clearances under Section 250. 

THE CHAIRMAN: Yes vegas is the section referred 
tosin this brief. 

MR. SINCLAIR: Yes . That deals with overhead 
clearances, as specified. 

THE CHAIRMAN: And the side clearances too, 
does it not? 

MR. SINCLAIR: My lord, side clearances? 

THE CHAIRMNA: The topic of side clearances is 
dealt with in this brief and it refers to Section 250.. 

MR. SINCLAIR: But section 250 deals with 
overhead clearances, not side clearances, which would 
come under the general section, which I have just given 
to your lordship. 

THE CHAIRMAN: Yes, I see. The brief later on 
says: ) 

"Unfortunately Section 250 fails to protect 

against restricted side clearance which has 

created hazards of even greater importance 


much 
because of the more numerous cases to be found." 


You would say that side clearance is left to the 
general section, which is 287? 

BR. SINCLAIR: Qs Tam correct, ame I not, 
Mr. Kelly, that there is only one state in the United 
States which prescribes clearance above the rail in 
excess of 22 feet, 6 inches? 

A. I cannot answer that, because,I understand 
that in the United States, each state has its own 
clearance laws. They are not s federal jurisdiction; 


there is not the federal authority over the matter as 
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there is in our Canadian setup. 

Q. But in the United States, where there is 
ea gread deal of railway transportation, and a great 
number of railway employees, there is only one state, 
California, which requires that the overhead distance, 
that the distance between the rail and overhead structure 
could exceed 22 feet 6 inches, and that state has 23 feet. 

THE CHAIRMAN: I think they said yesterday that 
they were not very much interested in that particular 
distance, and what they want is the clesrance above the 
Gop of "the ‘car. 

According to the evidence, one cuts into the 
other, and sometimes head clearance is reduced below 
7 feet by the size of the car, the vertical size of the 
ear, 

MR. SINCLAIR: “That is right, my lord. 

THE CHAIRMAN: Is there any objection to having 
simply specified that overhead clearance, let us say, 
in all cases, be seven feet above the highest car on the 
railway? That is what you said yesterday, did you not, 
Mr. Kelly? 

THE WITNESS: It is already in the Act, Mr. 


Chairman . There is a seven foot provision above the helght 


of the highest car in use on the railway; that is already 


specified in the Act. 

THE CHAIRMAN: Wouldn't that provision be 
sufficient, or is there some reason why there should be 
the two provisions, with the one, possibly, eating into 
the other? 

MR. SINCLAIR: My instructions, my lord, sre, 
that the engineers of the company consider that twenty-two 
feet six inches from the rail is all that is required 


and that it edequately protects the employees working on 
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the railway. 

THE CHAIRMAN: Does that mean that it does 
reduce the seven foot part of the section? 

MR. SINCLAIR: It could reduce it, my lord, 

COMMISSIONER INNIS: By how much? 

MR, SINGLAIR: I think the highest bo¥°én the 
railroad would be fourteen feet; and that would leave 
eight feet six inches; and from that would have to be 
deducted, of course,the height of the rail, which is one 
foot and three-quarters inches, But I am not quite 
sure. Maybe Mr. Kelly could tell me. 

THE WITNESS: Depending on the weight of reais 
I think you will find some of them sre closer to four 
inches. 

MR. SINCLAIR: Let us say four inches. 

MOMMISSIONER INNIS: Q. You have not got anything 
more specific than that? 

Ay etn You could get that from the Directory 
of Eyuipment. It would not be difficult to get it. 

Our point is that no one can determine, in feet 
and inches, the amount of clearance that would be left 
between the top of a car and the structure, until there 
is some maximum limitation placed upon the dimensions of 
the car, because they sre constantly being built larger 
and higher. So we believe thst where a more definite 
programme is followed by the operation of the Act, it 
would leave a seven foot clear head room above the top 
of the highest car. 

MR. SINCLAIR: Have you experienced sny difficulty 
in mainteining the two clearances now? 

A. We have many of them that are restricted. 


Speaking of vertical clearances, we have many restricted 
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vertical clearance that are permitted by the authority 
given to the Board under the Act, to examine, on 
application, certain structures or certain conditions. 

And what actually happens is; the Board requires 
the railway to pat up a warning Sign; and it simply means 
that the hezard is there; and if 3a man fails to see the 
worning sign, he is into a hazardous position, because 
of lack of clearance. 

Q. But the Boerd of Transport Commissioners 
have an engineering steff, an expert, who is moving 
across the railway, and who is charged with the duty of 
seing that safety practices are carried out? 

A, That is correct, insofar as his duties are 
concerned. But then we find that the engineering 
department, and director of engineering csn approve 
less than the standard clearance with absolutely - I 
think it is fair to say absolutely - no, with intimate 
knowledge, at least, of the conditions under which our 
men have to operate, who ere on top of those cars. 

Q. But you can make representations to the 
Boerd? 

A. Here is the best sample.I know of. In June, 
1921, in respect to clearances, particularly side clearances. 

Q. We have dealt with that point before. Now 
we are dealing with overhead clearances. 

A. You say: can we not make representations to 
the Board? 

Representation was made to the Board in June, I 
think, 1921; and from that came an Order of the Board, 
effective January lst, 192 that has absolutely no 
application to any tracks constructed prior to that date. 


They are all in service today, and we have got no relief, 
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Q. That. is, track centres. If you dont 
mind, would you allow me to proceed to deal with overhead 
clearances, 

What you sre asking the Samatleaten ceoommend is: 
that by legislation they tie the hends of the discretion 
that is now vested in the Board and their expert steff. 

A. We are not satisified thst the right vested 
in the Board to except from application s certain specified 
sefe clearances is full protection for our men. 

Q. Your answer to my question then is: yes? 

A. That we ere not satisfied. 

Q. That you sere trying to tie the hands of the 
discretion which is vested in the Board of Transport 
Commissioners end their technical steff? 

A. To the extent that they should be guided by 
- like that safe clearance. 

Q. So you don't want to answer my question yes 
Or nO? 


A. Now, I am not just sure what the next one mey 


Q. Don't worry about that, 

AO I have not committed sny offence to be 
placed on trial, end I am going to simply guoerd myself 
against being tricked into something that I do not agree 
with. 

Qe IT won't trick you! 

A. I hope you won't. 

GQ. “I; couldnit. 

Now, with regard, Mr. Kelly, to your submission of 
S€etion 267, the signboerds st level crossings, you 
suggest that illuminated Scotchlite signs be pleced on 
each side of the crossing instead of on one side, as now 


required by the act. 
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Do you not consider that if adequate side lines 
are maintained at level crossings, thet there is no excuse 
for vehicles, or rather for vehicle drivers not seeing a 
train approaching the crossing? 

A. Our whole thought in this case is thet we are 
anxious to efford protection. | 

If the single cross-buck, as sometimes it is 
termed, an ordinary sign - we cannot convince ourselves 
that anyone driving who is about to approach the crossing 
can see it if it is dark; and we believe that there should 
be signs on either side of the track, 

And we further believe and recommend thst, insofar 
as the Kailway Act is concerned, and insofer as the Board 
is concerned, their jurisdiction ceases with the railway 
right-of-way. 

We suggest that there should be signs on each side 


of the track if they sre necessary. 


(Page 7122 follows) 
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Q. Well, can you answer this, Mr. Kelly, and help 
me in this way? How do you think a man driving a car 
Or wagon or whatever he may be driving is going to see 
a Sign if he cannot see a train that is on the crossing? 

A. Well, I can give you an instance from personal 
experience. 

Q. They sometimes do not see trains and they hit 
whe middie of trains, don't they? 

A. That is so. Too many times the motorist strikes 
une side of a train. 

Q. Then from the very fact that they do that, 
how is. a sign going to be any greater warning? 

A. We are suggesting there should be a reflectorized 
button or scotch light or something on those signs that 
his lights would pick up. 

Q. I am trying to deal with the point that you want 
these signs on both sides of the track. We will come to 
the other point later. 

A. Right. 

Q. C4@n you suggest how they would see a sign 
easier than they would see a train on a crossing? 

A. No. 

THE CHATRMAN: Well, the Act does provide for 
a sign. 

MA SLNCLALR: “On One. side, yes. 

THE CHAIRMAN: Parliament must have thought it 
advisable to have a sign there, although as you say 
the motorists ought to see the train without a Sgn. 

It seems to me maybe’ this is the reason -- that the 
train is a great deal farther away from him than the 
Sign would be if it is a moving train. 

MR. SINCLAIR: Yes, on one side of the crossing, 

one side is sufficient except when a train is there 


blocking the view. 
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THE CHAIRMAN: The sign mentioned in the section 
of the Act simply says the words "Railway Crossing 
painted on this sign: Now that sign is visible on 
the one vside of ‘the track only, ‘(is it? 

MR. SINCLAIR: Quite so, my lord. 

THE CHAIRMAN; What reason is there against them 
putting it: on both sides? 

MR. SINCLAIR: Well, I say it would serve no 
useful purpose. 

THE CHAIRMAN: You say it would serve no useful 
purpose at all? 

MR. SINCLAIR: Oh, no. 

THE CHAIRMAN: I thought you said a man ought to 
Seen atrain.. He shdvld. not need a sign. 

MR. SINCLAIR: My lord, I was saying if adequate 
Side lights were maintained there was no excuse for 
motorists not seeing a train. 

THE CHAIRMAN: Then Mr. Kelly, you say there is 
an inadequacy because the sign is only at one side. 

MR. SINCLAIR: But that inadequacy can only arise 
if a train is on the crossing to block him from seeing 
it if the sign is on the other side of the track. 

THE CHAIRMAN: You mean the motorist can see the 
Sign whichever Side of the crossing he is on? 

MR. SINCLAIR: As long as there is not a train 
blocking his view. My question was if he could not 
see the train. 

THE CHAIRMAN: You mean the trains are there in 
front of him? 

MR. SINCLAIR: Yes, that would be the only time for 
anecessity for a sign on both sides of the track. 

THE CHAIRMAN: What do you say to that? 

THE WITNESS: My suggestion is that if he cannot 


see the train, he cannot see the sign but I am wondering” 
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what purpose the sign serves if the train is going to be 
visible? 

Q. No, but if the train is not there although there 
is a train coming can't the motorist see that sign 
from the other side of the track? 

A. That is true, sir,and it should be sufficient 
warning that there is a crossing at that point. 

Q. But you say it is not sufficient because you 
want two signs, one on each side? 

A. What we were thinking of, sir, was the protection 
that could be afforded by the reflectorized Sign on 
Sacn s20e or the track. wis, Light» would strike the 
reflectorized sign. There would be nothing on the 
Passing Train lo be.picked up by his. -Liteht...’ No 
reflectorized buttons.or fabric on, the side of the train. 
He would pick up the reflectorized buttons or fabric on 
the sign and many many cases have happened where the 
motvorist.crashes into the side of the train when it is 
moving across the crossing. 

MR. SINCLAIR: Maybe a simpler way to solve the 
whole thing would be to have legislation which made 
all motorists stop before crossing railway tracks? 

A. I think we are doing better than that in most 
provinces, sir, because they are setting them back some 
three hundred feet from the crossing on the highway. 

It is a warning sign which gives a man a warning of 
the approach to the crossing. 

2. Is that a reflectory sign? 

A. Some of them are and I believe some provinces 
are extending to reflectorization of them as rapidly 
as they think their appropriations or conditions will 
permit 


Q. Maybe that is the answer to the whole problem. 
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A. We think it has been a great help where the 
installations have been made. It is a great help to much- 
travelled highways where motor traffic is heavy. 

THE CHAIRMAN: Anybody else? That. t6e8L1 iis 


Kelly, thank you. 


MH.) COVERT: Nr. Chairman, Mr. Campbell asked for 


permission to make a statement in respect of some evidence. 
THE CHAIRMAN: All right, Mr. Campbell. 
MR. CAMPBELL: Mr. Chairman, this is in respect of 
a statement in yesterday's record at page 6848. It has 
reference to the first paragraph in the Prince Edward 


Island brief at page 59 where the following occurs: 


“It is noted that the Canadian National Railway 
Company operating the ferry service for the 
Department of Transport charges itself, and 
credits the car-ferry account for the use of 

the ferries in the transportation of its freight 
cars, one cent per ton mile on a minimum mileage 
of ten miles. The weight is taken from the Bill 
of Lading and no charge is made for the weight 
of the car itself. The charge therefore for 

a freight car loaded with twenty tons of freight 


would be two dollars. Empty freight, baggage, 


passenger and express are ferried back and forth 


free of charge." 
Now at Page 6848 of yesterday's record near the 
top of the page: 
"MR. O'DONNELL: All I was trying to refute, Mr. 
Chairman, was the inference that the Canadian 
National's cars are being carried back and forth 
free of charge. I simply say that is not the 
fact. ‘3 
and about the middle of the page: 
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(ROG 2 ‘Mr. Campbell 
cr-ex 
‘THE CHAIRMAN: The ferry does not carry your empties 


irée? 
MR. O'DONNELL: No; that is the whole point, and 
that was the inference I was endeavouring to refute. 
Now I wish to tender in evidence (I may say this is 
only a copy; the original, I presume, is in that box which 
is still on its way somewhere from Prince Edward Island). 
I have here a. copy., it is headed: 
"CANADIAN NATIONAL RAILWAYS 
The Royal Commission on Transportation 
Information required by Mr. J.0,C. Campbell, Treasury 
Counsel, Provincial Treasurer, }.n,T. 
1. Q. Does the Canadian National Railway, in 
ue ieeaeion of the car ferry between 
Borden and Tormentine for the Department 
of Transport, charge itself, qua railway 
one cent per ton mile for freight carried 
On tnesecar ferry in railway cars? 
Ae Yes. 
ese @. Is the mileage figured at ten miles, and 
is the weight of freight calculated as 
per Bill of Lading? 
A. Mileage is figure at 10.42 miles and 


weight of freight is in accordance with 


Waybill. 

a Q. Is any charge made for the carriage of the 
freight car itself, or for the carriage of 
empty freight cars? 

A. No. 
4, Q. What were the cash receipts at each railway 


station in Prince Edward Island in the year 


a 
cities yer (A) freight collections 


(B) passenger fares? 


A A. Statement attached. 
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EXHIBIT NO. 102: Filed by Mr. Campbell; letter from C.N.R. 
to Mr. Campbell as 
above. 

MR. O'DONNELL: That does not necessarily affect the 

Skatement we made as to the allowances being made. 

THE CHAIRMAN: You say it does not affect the 
statement you make concerning that? 

MR. O'DONNELL: The charge refers to the hauling of 
the cars and the return of the car if empty if required 
so to do, and we willbring information later to clarify the 


situation and more than may be needed. 

MR. COVERT: Now, Mr. Chairman, Mr..F. D. Smith, K.¢C., 
is, I think presenting two witnesses that you will find 
named in the agenda under the Transportation Commission of 
the Maritime Board of Trade. The reason for calling them 
now preceding Mr. Matheson is that they are here and they 
want to finish and go home. 


MR. F. D. SMITH: Mr. Chairman, the first witness I 


Wie toslh te Mm eisher: 


MR. C. Mi P. FISHER called 


EXAMINED BY MR. F. D. SMITH, K.C. 
On. Mey we your occupapion, Mr. Fisher? 
A Manufacturer. 
Q. With what company are you connected? 
A Enterprise Foundary Company of Scckville. 
Q. And what is your position with that Company? 
A. Vice-President. 
Q. How long have you been in the business of 
manufacturing stoves? 
A. You mean personally? 
ey CSN 
QO. Thirty-seven years. 


Q. Perhaps you could tell the Commission how many 


men are employed at your foundary? 
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A. Approximately three hundred -- may run a 
Pittiie more "or ia Little. less :° That is in ‘the plant 
itself, not the office. 

Q. And what are one products? 

A. Our products consist of heating and cooking 
equipment for coal, wood, electricity and gas. 

Q. And where is your market? 

A. Our market is in Canada from coast to coast. 

Q. Now, Mr. Fisher, you wrote a letter to Mr. Rand 
Matheson, the Transportation Manager of the Maritime 
‘fransportation Commission, I think on December 12, 1948? 

Ay Yes. 

Q. And that letter appears at pages 118 and 119 
of Part 1 of Volume 1 of the submission of the 
Transportation Commission? 

A. Yes. 

Q. Now, would you please say if you affirm the 
statements made as well as the views expressed in that 
letter or if there any alterations or corrections which 
you wish to make in that letter? 

THE CHAIRMAN: Would you give me the pages? 

MR. F. D. SMITH: 117 and 118 of Volume 1, my 
lord. 

THE WITNESS: 118 I think our letter is at. 

THE CHAIRMAN: Yes, all right. 

A. Yes, the extract here is in a letter I wrote 
to Mr. Matheson in reply to an inquiry from him as to 
ouroninion in -connection with the application for a 
twenty per cent increase in the freight rates. There 
is one figure which I notice I wish to correct on page 
119. It is in the third paragraph. It reads: "2500". 
It should read "1500". 

MR. F. D. SMITH: That is "annual consumption of 


1500 tons? " 
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f. Yes, and in the following line it should read 
"9" instead of "15" --~ "9,000" instead of AT500 ©; 

te, Hiatus in the third paragraph? 

Ree Yes } 

Q. Apart from that change there are no corrections 
or alterations to be made in your statement contained in 
the letter? 

Pay WHATA weeriShis Mes..Smith? 

%. Now, Mr. Fisher, will you tell the Commission 
something about the history of the stove industry in 
the Maritime Provinces. As I understand it at present 
mere farerv two. stove foundrics)-invSackville? 

Pulao: 

Q. And doi-you know when the predecessors of these 
PUSiNnessess started idm business dn. Sackville? 

Nar (Wesiiibir .dmach: 

Q@.0 You have committed some of your thoughts in 
Bits Marter ty Wei tGime end you can refer,..with the 
permission of the Commission to the notes that are 
contained in your memorandum, and perhaps it would save 
time, Mri) Chairman, if I asked Mr. Fisher to read instead 
of putting ordinary questions and answers. I think it 
would save time. Mr. Fisher wants to get back to his 
homevat the first opportunity. 

MR. EVANS: Perhaps my friend will supply us with 
coplesbofyithap? 

A. +I-am afraid. this-is just a copy of -- 

THE CHAIRMAN: Well, it will be transcribed if 
'¢ Lonwvead. 

MR. EVANS: My point is, Mr. Chairman, we have had 
no advance of a further brief, as it were? 

Mice SULT sis is not a brief. 


MR. EVANS: At least I thought we might have had 
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something to fall in with in order that we might decide 
even on the spur of the moment what needed cross-exemination 


and what did not. 
THE CHAIRMAN: I think,Mr. Evans, you had better have 


it read and then, subject to whatever objections you may 
have to it -- 

MR. EVANS: I do not want to be -said to object to it. 

THE CHAIRMAN: Any exceptions or further opportunity 
G6 question. We will bear all that in mind. 

MR. O'DONNELL: That is the difficulty I am in too, 
my lord, in that we were not given an agenda to indicate 
what Mr. Fisher was giving. Now I have no objection to 
his giving this story at this time -- 

THE CHAIRMAN: Now, Mr. Fisher is here and whether 
he gives us this information instead of questions by Mr. 
Smith or whether he reads it off does not make much 
aifrerernce : 

MR. SMITH: I am doing it for the purpose of 
saving time. 

THE CHAIRMAN: Yes, I know. 

MR. O'DONNELL: I have no objection to that at all. 
All I am saying is that Mr. Fisher's industry and 
enterprise is a matter on which we should have had some 
information and data and it makes it a bit difficult to 
e&amine him with any definiteness. 

THE CHAIRMAN: We will bear your difficulties in 
Mind after he is through. 

MR. SMITH: I might remind Your Lordship that at 
the time Mr. Matheson presented his brief for the 
Maritime Commission, it was mentioned that Mr. Fisher and 
Mr. French of the Fnamel Heating Company were unable to be 
present at that time and that their evidence would be 
given at this sitting at the same time as the cross- 
examination of Mr. Matheson was to take place. But in so 


far as inconveniencing my friends is concerned, I think 
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that if there is anybody that should complain it is Mr. 
Matheson. He was in Halifax; he was taken off the stand, 
then he went to Fredericton, then he was in Charlottetown, 
and now he is in Ottawa. 

THE CHATRMAN: “That?’is not. Mr. O’Donnell's fault or 
Mr.-Evan's fault; that is sneha thing. However, 
if as you say the indications were given at a previous 
sitting that these gentlemen were being called, then nobody 
is being taken by surprise. A transcript of all these 


croceedings is available to everybody. You had berter 


read it. 


THE WITNESS: Yes, Sir. 
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A. The two Sackville Foundries started in business 
in 1860 and 1872 in a very aoa way to make stoves for 
nearby counties. After some years, as business developed, 
the goods were sold throughout the Maritime Provinces. 

In those times, the product manufactured was re- 
latively simple and made almost entirely of cast iron 
which was brought in from Scotland and later iron made in 
Nova Scotia was used. Other supplies, which were chiefly 
molding sand and hard coal, which was then used for melt~ 
ing, came in by schooner to Sackville. As steel sheets 
came into use in stoves, they were imported from Great 


Britain through the ports of Saint John and Halifax, 
Shipments of the finished product went out from Sackville 


by rail and water. 

With the changes in design and in types of cooking 
and heating equipment, many new materials and processes 
came into use. In Central Canada production had de- 
veloped in pig iron and steel and in kindred supplies 
so that eventually the prices of these Canadian materials 
became more attracrive than’ the prices of similar supplies 


from Great Britain. ai 
; The tide had turned of the 


flow of supplies so that instead of it being from east to 
west, it was now from west to east as far as the Maritime 
foundries were concerned. As a result, the foundries in 
Ontario and Quebec were much nearer the source of supply 
of raw materials and, consequently, obtained them at a 
lower cost. This condition has continued. 

In this era a distinct change took place in manu- 
facturing techniques. The use of sheet steel increased 
and it became necessary to develop mass production methods, 
in order to function economically. Such methods called 
for what might be termed "mass production selling", so 


this meant looking for larger markets. Naturally we 
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turned to the markets of Quebec, Ontario and Western 


Canada. 

Progress .was made in developing business in Central 
Canada and Western Canada by intensive efforts but in 
the Western Canada market the results were, shall I 
say, on and off, not a steady building up. This situa- 
tion continued for many years. Starting in the early 
1920's better progress was made and a foothold obtained 


and on this, a good volume of steady business has been 


built up and with it the growth and expansion of our 
plant. 

It is well to note here that the differential in 
freight rates to Winnipeg which had during and after 
the first war pyramided from 12 in 1912 so that in 
1920 it was 243¢ per hundred pounds was reduced on 
August 1, 1922 to 14¢ and on July 1, 1927 to 6¢ ana 
it remained at this figure until the 21% increase in 
April, 1948. It is now 8¢ on the way up again. 

The great growth in population and business activity 


had taken place west of the Maritimes and our business 
has grown with it so that in order to maintain our 
operations, this market is essential to us as it now 
takes the largest part of our production. This is, 

of course, only natural when one considers that the 
population of the Maritime Provinces is only approx- 
{mately 1/12 of Canada and as such, offers only a 
small market even when intensely worked. 

In a growing country like Canada a manufacturing 
business, in fact in any business, cannot remain sta- 
tionary. It is either go ahead to success or go 
behind to failure. These foundries have built up 
a good, sound trade in these markets west of the 
Maritimes and if given a fair break hope to be able 


to maintain and expand these markets. 
When I first came with our firm, there were 11 
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foundries in the Maritime Provinces producing stoves. 
There @re now 5. Two of these are rather 10cé1, tn 
fact, one hardly makes any stoves at all. In other 
parts of Canada, new manufacturers of stoves have 
Opened up and prospered. 

During the last eight years, stoves have been in 
short supply - a seller's market = and due to this 
condition, some expenses have been able to be elimina- 
ted and added expenses have been able to be taken 
care of on account of maximum production and full 
and continuous use of all plant and equipment. This 
has been a@ far above average period and should not 
be considered as normal. About a year ago a change 
commenced to show &and we are now moving into a 
buyer's market with much keener competition. In- 
dications are that this will continue and become 
more and more pronounced so that every expense will 
have to be carefully analyzed and economies made 
if we are to meet successfully, the conditions ahead. 

Let us compare a plant in Ontario with one of the 
same size in New Brunswick. Most of the raw materials 
used by stove manufacturers are produced in Ontario 
and Central United States. As a result, the freight 
cost to the Ontario foundry is small. The Ontario 
foundry has a large, wealthy home market. A market 
which can be worked at a minimum of expense and small 


freight distribution cost. They have overnight pick 
up and delivery service. On the other hand, the New 


Brunswick plant has to pay heavy freight bills on 
incoming materials. It has a small home market with 

a lower per capita purchasing power. Its nearest 

large market is at a minimum distance of several 

hundred miles. Such a brief comparison shows without 
doubt that the manufacturing costs of the New Brunswick 


plant will be much higher than the Ontario plant as 
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there are no compensating advantages, 

Let us consider this from the railway's point of 
view. A Maritime plant gives the railway a long 
haul in on heavy tonnage raw materials, then a long 
haul out on the largest part of the manufactured pro- 
duct. The C.N.R. gets all the business = no ana 
transport. The railway haul from Hamilton to Sack- 
ville is about 1100 miles. On the other hanti, we 
have the Ontario plant, say in Toronto, with a raw 
material haul of about 40 miles and a large part of 
their out-going finished product going by road trans- 
port. Which is the better customer of the railway? 
Which should the railway give full consideration to 
from their own point of view? 

Sackville is a very profitable station for the 
C.N.R. and has been for many years. 

There are only a few firms in the Maritime Pro- 
vinces that do a national business. These firms the 
people of the maritimes are proud of because they have 
built up their position against big odds or one could 
say in spite of big odds against them. 

Consider a moment the past history of industry in 
the Maritime Provinces ~ it is not pleasant. I well 
remember a very hustling town not far from Sackville 


which in the years around 1912 had built up 4 number 


of thriving industries. A woolen mill, a piano 
factory, 9 railway car manufacturing plants, wood 


working factories, a rolling mill, an automobile 
factory, boot and shoe factory and several others, 
Almost everyone of these industries died as they 
could not meet competition in the National market 
and the Maritime market could not begin to consume 
their production. 
(Page 7140 follows) 
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Not only were these active industries out of busi- 
ness with the resultant loss of employment and popu- 
lation but what became of their plants. Buildings 
were even torn down, others were given up to decay 
as they had no market value whatever. These properties 
in industrial Ontario towns would at least have had 
some monetary value. This same condition has happened 
in other towns and cities in the Maritime Provinces. 
It is not something that we like to dwell on but it is 
a fact we cannot ignore. 

Let us consider some actual freight rates. In 
1912 the differential between Toronto ard Winnipeg 


and between Sackville and Winnipeg was 12¢. Then 


this advanced due to percentage increases so that 

in 1920 it was 243, This matter of percentage and 
other increase was taken before various hearings of the 
Board of Transport Commissioners which resulted in 

this differential being reduced to 14¢ in August, 

1922. Then, as a result of the Royal Commission under 
the chairmanship of Sir Andrew Rae Duncan this dif- 
ferential was further reduced to 6¢ in 1927. 


These reductions surely were only made after much 


research and consideration of all the facts. These 
facts today are stronger and more important than they 
were in 1922 and 1927. In those years the reduction 
was made to give industries in the Maritime Provinces 
an opportunity to get into the markets of Quebec, 
Ontario, and Western Canada. Today, we are est- 
ablished in these markets but by the action of the 
railways in putting into effect the percentage in- 
crease in freight rates on both the raw material and 
the finished product it would seem that we are very 
likely to be pushed out of this market again. 


This horizontal or perczntage increase is not just 
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& concern of firms doing business. It is of vital current 
interest to everyone in the Meritimes and is a steady 
and continual topic of discussion in trade, community, 
and government circles. Public opinion is very much 
aroused, | 

Lets us consider just one outgoing rate. The 
long haul from Sackville to Vancouver. From April 8 
1948, to August 1, 1949, the Sackville-Vancouver rate 
on stoves has been increased 92¢ per hundred pounds or 
46.6%, The rate from Toronto to Vancouver has been 
increased 77¢ or 39%. That is, Toronto 77¢ increase 
against Sackville 92¢ increase. Toronto increase 
39%, Sackville increase 46.6%. 

Mr. Chairman, we realize that the railways need 
more net revenue and we do not oppose their obtaining 
some of this by increased freight rates but we do 
oppose the method that has been adopted. Nemely, 
the percentage increase. 

I do hope that as a result of this Royal 
Commission that the increases made since April, 1948 


will be cancelled and in place of them that the in- 
creases will be such that they maintain the dif- 


ferentials or the differences in cents per hundred 
pounds which were in effect prior to April, 1948 


when the 21% increase went into effect both on west 
to east movements of our raw materials and on the 
east to west movements of our finished product as 
compared with the other freight zones. 

We realize that we will always be under 4 
handicap as compared with our competition in Central 
Canada but we ask that this handicap be not more, 
as far as freight rates go, than it was prior to 
April, 1948. Such a condition would give great en- 
couragement and help to us, to overcome the many ob-= 


stacles of competition in these large and vitally 
important markets, (Page 7145 follows) 


i 
hi. 
f 


Hate ee fy es 


2 Fi 
VOC rae 


ae? pater sinha ao Ria ab HS Bi ie 


ao 


el AK 


é ce eee fiairasns. od sii pialamee sod Bila ad giiet ate 
z fat ongaieet Belits ay a “f SeogeA ba ane baw 


~~ Patek dah WER Goch stad! Weed Bae sated ‘fo 
daa se  éad {Saveveney od wiles?! aici} ate cht oa 
sagas? ony od aeion mee faint | * koe ao aT béalighond, 


SA ReroNe oie eo rehberon ¥SR oliriiene | taki nda ay 
Ve Rr ars Ney ok ive ee eae ie 
pougace, | clay ies RG is, ries Mis oe posi eae Bag te 4 ks pyuee 
Bosh erawifst ages eeblest’ ow. fit fen 1 hao -4M tee hi, 
si itatee de 4 uta a8 ded A Fak ‘ob ee Aver inde 38a sti? . a3 
‘ms r A: 3 i 4 7 af =! iT a 
RUM Es ee oe Se Ee SA aie aguaeaar ect aca = i 
oh sw iid Gad ee WHMISWN sa wet ort ¢ etdd ro aon q 
RS Me) Lea; te 
cay ORE ‘Besqebs, Kaod (Pet CEE Sted gi a? anodqa i i 
pps = ' i "re a 
#9 OnE saaldgoreg arty 
Paks Nea Lites 3 : <- : ay ee Ae ee ee ree . 
Cetor Stat Be gigas oy an). Feith Jie 6B. 


ie t shedgh) gente eben raaseiwat art fadg fio ineeamgg = 
“ny ditt Sit bol KS 36 Ee ca, Bees fia Weert od tenw? 


3h ane fadai an: eédt- Feild Avithe od thhy ead apr y 
f 


cane aos 4 y, 


are e Dy sa ee , ae 
Bethan tae shea AL aor Ter TES aid 70° {ings Gove 
ios me Per 4 pts = . ee - 
SOL COLE Ga mole aoa0)t4) tow, iw ebaliog 
oats Bo BP AY an i 
tya3 a0 debe Fa edhe Herel nsw shent at eS ad? rele 


ent sto) bea abet wie 4 e,, ‘a #2 nenkay Git seng oo Py 


ba -dovhorg SHE fHRY dts “8d esieee yee geaw éd Jens | 


ott 


“acts Hit Lana shetd » oad oi ai boonies 2 


3 titne 665 aM alee aw peat SG eae: a ae | 

fart ne! HEN CH itaigaos HO a) ‘f botiarpiion Wik eohe r ‘ 

< the r 
Toit Jo Se GA Ei bunctar peachy to we Sie abi 

ty 


‘i hin Ban aS. aaa om sid a ade ie. 


aly ? as 
ay 


~7145- Mr. Fisher; cr-ex; 


Mi Hite) MoM his SPA Lesa] Ve 

THE CHAIRMAN: Now does anybody wish to question 
Mr. Fisher? 

MR EVANS: I have a few questions, Mr. Chairman, 
UT dw Miele 

THE CHAIRMAN: Yes, go ahead. 
CROSS-EXAMINED BY MR EVANS: 

Q. Mr. Fisher, if my recollection is correct, you 
presented a brief in much the same terms to the Board of 
Transport Commissioners in the so-called 21% case? 

Hie Vy Xess 

Q. And will you see if my recollection is rignt? 
There were no substantial differences in the position you 
now take from the position you then took? 

&. I believe then that we said -- that was at the 
Start -- that there should not be any increase in freight 
rates. We have said here to-day that we realize the rail- 
ways need more revenue and that they should be obteined 
from freight rates, but on a different basis. 

Q. You do not suggest what basis? 

A. I suggest, yes, an increase in cents per hundred 
pounds rather than a broad percentage increase, 

Q. 4nd have you considered where the maximum in cents 
per hundred pounds will be fixed in relation to distance, 
or have you any views on that? 

A. No; I think that there are so many traffic men who 
can work that out to so much better advantage. 

Q. Well, at least you have no views to present here on 
it? 

A. No, no views to present here on it. 

Q. Now, you used the term "differential", Mr. Fisher; 
did you by any chance mean arbitrary? 


A. No -- well, I don't know just what you mean by 
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arbitrary; perhaps it is. It is this way: The rate from 
Sackville to Winnipeg is $1.20, we will say $1.20; the rate 
from Toronto zone to Winnipeg was $1.14. There was 6 cents 
difference. We refer to that as a differential; perhaps 1t 
is an arbitrary. 

GQ... May 1 sugzest, ‘to clear 1t Up, that the rate to 
Winnipeg would consist of what we call three factors: there 
would be the rate from Winnipeg to Fort William or Fort 
William to Winnipeg,depending on which way you are going, 
there would be the so-called arbitrary east of Fort William 
to and including Montreal, and the so-called maritime 
arbitrary over the Montreal? 

me Yee 

Q. And, in order to get the record straight, I suggest 
that perhaps we would both understand it a little better if 
we used the word "arbitrary" rather than "differential". 

A. RIB. 

Q. When we speak of differential, as I understand it 
-- and I want to get this clear -- as I understand the use 
of the word "differential" it generally relates to the sort 
of flat difference that has existed say between the lake- 
and-rail rates and the all-rail rates, and so on; is that 
your understanding? . 

A. Well, I don't know; I haven't dealt with the lake- 
and-rail and so on, 

Q. But, at all events, when you were talking about 
differentials you were referring to what we Call arbitraries? 

A. Apparently; I have explained what it i.8- 

Q. Now, do I understand you to give the 
impression -- in fact, I think you do give the impression 
and do I understand that this is your considered view that 
the time has passed when increased costs can be added to 


the selling price? 
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A. Yes, that is the view, that the time hes passed 
when increased costs can be added to the selling price. 

I noticed that just the day before yesterday the Dominion 
Bureau of Statistics announced that wholesale prices are 

on the decline, and had been ever since the first of this 
year. 

Q. You are making this statement not generally but as 
to stoves? 

A. We are making-it as to stoves, yes. We feel that 
the market is such and conditions are such that prices 
should not be increased. It would be a great disappointment 
if we would be forced into increases. 

Q.' It is’ a very different statement, Mr. Fisher, to 
say that it would be a disappointment and to say, as you 
do in this letter, at page 118 of the brief of the Maritime 
Commission, that the time has passed when increased costs 
can be added. 

A. Yes, increased costs that can be added -- by that 
I mean that increased selling prices would be put into 
effect., that increased costs could be added to the seliing 
price. 

Q. You are stating your opinion to be that no more 
can the selling price of stoves be increased by increased 
costs? 

fh, MiaaGuis my opinion. 

Q.” That g06s on into the indefinite future? 

Ah. We cannot look too far into the future; we can only 
hope for the best. 

Q. If you had to make a wage increase to-morrow, Mr. 
Fisher, would you still say that you could not add a dollar 
Go the price “of your stoves? 

A. The market is such that it would be very unfortunate 


if a dollar had to be added on, We would not want to add on 
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a dollar if there was any possible way it could be 
avoided. 

@. Well, are you prepared to state your opinion as a 
business man that no more can you ever add a dollar to 
the price of your stoves? 

No, I would not make any such broad statement as 
that. “No person; could. 

Q. But that is the statement you do make, is it not? 

Ae No, 

Q. In the brief of the Maritime Commission? 

A. The time has passed when increased costs can be 
added to the selling price -- yes, that is an opinion 
expressed, and that is the opinion we have, that they 
cannot be added, from what we can see of conditions 
relative as they are to-day. We can't tell; something 
else may turn around completely to change that opinion. 

Q@. Now, would you tell me, over the past ton years 
how much percentagewise the retail price of yourstoves 
has increased? Just give me ageneral figure. 

ay NG, Lcould not ceive. you that figure, Mr Bvanse:. 

Q. Would it have doubled? 

Bie MOT tenors 

Q. It would not have doubled? 

PY No Towould' say'no. I feel confident that it nas 
not doubled, 

Q@. How about your factory price? 

A. The same thing would apply. 

Q. Well, can you not say whether or not it has 
doubled in the past ten years? 

A. I would say that it has not doubled. 

2. You would say that it has not doubled? 

Rs Pee, 


Q. Would it be far short of double? 


-7149- Mr. Fisher, cr-ex. 


A. I wouldn't say that. I wouldn't throw my mind 
back that far, to speak with authority on it. 

Q. Well, can 't you give me some idea? 

No. 

Q. Surely! You have been in this business for 
thirty-seven years; you could give me some idea of whether 
at wae neariy double; i do not ask you. to, ive atvto me 
exaculy,. 

Ae NO, 1 8ai0 that in my Opinion “1t- issnot\ doubled 
or nearly doubled now. 

Q. Or nearly doubled? 

A. Yes; that is what my opinion is, without speaking 
Prom fecords.. 

Q. Now, you spoke of the advantage to the railways 
~- that is from the railway point of view -- of a long haul 
on the basic commodity, which in your case is ore? 

A. No; ours is--- 

Qe. oveel? 

A. Steel sheets, pig iron, and a multitude of other 
things, coke and so forth. 

Q. At all events, you felt that it would be in the 
railway's interest that they should have the long haul 
om those basic commodities to Sackville and the long haul on 
the finished product out? 

A. We should think so. 

Q. You would not care to qualify that to the extent 
that it would depend on the rate as to whether it was to 
the benefit of the railway? 

A. Well, I would imagine the railways have set the 
rates so that the long haul is a better haul for them than 
the short haul. I am speaking as a layman with reference 
to trans'portation. 


de Even as a layman, would you not agree with me 
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that a long haul -- and I am speaking of a long haul to 
the Maritimes and back as compared with a shorter haul in 
some other part of Canada -- would not the question as to 
whether it was to the advantage of the railways to carry 
that, the long haul, depend on whether they got com- 
pensatory rates or not? 

A, Il imagine that the cost per mile for-a long haul 
is much lower than the cost per mile for a short haul. 

Q. I would not dispute that with you, Mr. Fisher; but 
doesn't it in the last analysis depend upon whether a rate 
is adequate whether it is of advantage to carry traffic 
on it? 

A. Naturally. 

Q. Quite. Now, would you give me the present retail 
price of what I will leave to you to be a representative 
stove product of yours? 

ye omvet Pald lL Goutd not, We do not sep retell 
prices at all. 

Q@; Then give me your factory price? 

im 6° could net name you offhand factory price. We 
have scores and scores of items. 

Q. Would you like to pick out anything out of your 
catalogue, or the catalogue of your mind, that you would 
like to give me as a representative product of your plant? 

A Oy 

Q@. Well, may I suggest to you a kitchen stove; give 
me the range of prices for a kitchen stove? 

A. T could not give that information without the 
actual .facts,. 

Q. Well, what does a kitchen stove weigh? 

A. A kitchen stove will weigh anywhere from 300 to 
500 pounds. 


Q. Would a good average be 400 pounds? 
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NK, Yes; 450, possibly. 
Q. And what would a stove weighing about that bring 
you at Sackville? 


n 


A. I could not answer that; I would not speak from my 


Of A ae not want te To a dollar. 

A. The stove prices would be quite a range, depending 
on the trim and the finish and the style and many things. 

Q. Well, give me a rough range? 

A. It might be anywhere from $60 up. 

Q. Up how far? 

A. Well, it would be well up -- $150, $175. 

Q. Would that be your top price? 

Ree Wouldn’ tsay et all, 2 am afraid, Mr. Bvans.,) be- 
cause I have not got the specific information in my mind, 
and I do not want to make any statement that is not what I 
feel is. correct. 

Oo. Now, how do you-sell your products? are they all 
soldut.o. bs Sackville? 

Vee Noo trad SOL 2.0.0. oackViile, 

Q. What is the general rule of thumb that applies 
to the sale of your products? 

A. I wouldn't say there is any rule of thumb. It 
varies. Some stoves we allow the freight, other stoves are 
sold £.0¢b. Sackville. 

Q@. That depends on your competition at the points of 
sale, does it? 

Ag SE Ment be. 

Q. Well, does it? 

A. It might be; there would be various circumstances 
that have been built up that would govern it. 

Q. Now, I suggest to you--- 


COMMISSIONER INNIS: I was just going to ask, Mr. 
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Evans, if you do not mind my interrupting, whether the 
extent of your f.o.b. sales has increased or decreased 
since the 15% increase, or since the 21% increase? 

THE WITNESS: I do not believe it has changed; I do 
not think we have made any eee in Lt. 

MR EVANS: Q. I suggest to you that e stove 
weighing 500 pounds, destined to Winnipeg or points west 
of Montreal, based on the maritime arbitrary, pays only 
40 cents for the haul from Sackville to Montreal? 

A. You are dealing now with the freight on stoves 
going out. That is only a small part of the impact of 
this freight rate increase. We bring in very heavy 
tonnages of materials on which -we pay freight. <A good 
lot of that tonnage, quite a proportion of it, is consum- 
able material, and there is the increased cost coming in 
that goes into the cost. You are dealing with a point 
only of the rate on a small item of 400 pounds going out, 
which naturally can be translated into a comparatively 
small figure, but that is not the picture. 

Q@.' Gould we come back to that? May I deal with the 
stove? I suggest to you that a 500-pound stove -- that is, 
Shipping weight of 500 pounds -- paying the entire maritime 
arbitrary as it is now increased of 8 cents, is carried on 
the rails for 700 miles for 40 cents as part of the through 
rate :? 

A. Well, I donot know that. 

Q. And I further suggest to you that the increase 
which took place in that arbitrary of 2 cents between the 
low of 6 and the present arbitrary of 8, makes a difference 


of 10 cents on that stove? 


Mr. Evans, we are not looking just at to-day. We 


can look at to-day and last year to learn from it and get 


examples and get knowledge from it. We are looking ahead 
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to the future, five years, ten years, fifteen or twenty 
years; we feel we have got to take a long view in busi- 
ness. During the last two years, perhaps three years, 
there have been increases asked for of 30% and 20%. In 
two years! time is there going to be another 20%, in a few 
years' time another 30% or 40%? I am taking the long view 
of this in what I have said, and refer to the matter in 
general terms as percentage increases, that as they go on 
they will widen the gap. Now, how can a concern in the 
Maritime Provinces -- in New Brunswick, to be specific -- 
can you not see their relative position with a concern 

in Ontario. thatscan buy-its steel at we will say $10 a 

ton less, their pig iron something similar, and so on? fs 
it reasonable to assume that we can manufacture goods any 
cheaper than they can or as cheaply as they can and pay 
those higher costs of our material? 

Q. May I ask you the same question? Is it reasonable 
that the railway should carry your stoves and your raw 
material at an arbitrary over Montreal without any in- 
erease, for 700 miles? It is a very low arbitrary, you 
will admit. Now, is it reasonable in the railway's case 
any more than it is in your business, that they should be-- 

NX. The railways have not made any increases. Say 
let them make them in cents per hundred pounds instead of 
these percentage increases, which widens the gap between 
us and our competitors in the central provinces. 

Q. That is your view. Now, what proportion of the 
factory price of your stove is represented by labour 
costs? 

A. I could not answer that, Mr. Evans. 

Q. Have you no idea? 

A. “No, ,Danaven 't. 


Q. Would it be 50% 
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A. I could not answer that. 

Q. Then could you answer this: how do your labour 
costs in Sackville compare with your labour costs say in 
Ontario? 

A. Our labour costs in Sackville are equally as high 
as in Ontario. They are higher than most, and almost as 
high as the highest in our industry. 

Q. Are they as high proportionately to the purchase 
price, or are they higher or lower? 

A. If your wages are the sameas in Ontario, and our 
prices naturally have to be we will say relatively the same 
in order to compete with them there, then the relation 
would be the same. 

Q. By what amounts or percentages or in any way you 
like to put it have your labour costs increased in the past 
ten years? 

As, ivam atraid iT ‘cannot e@ive you that; Ido nov know. 

Q. By what amounts or in what proportions have your 
material costs increased in the past ten years? -- and I do 
not ask you to the cent. 

A. Well, I could not give you even approximately. We 
buy hundreds of different materials and items, but our 
purchase price -- let us come back again to the comparative 
basis, comparative system. Some years ago we enjoyed; =="1f 
that is the right term -- there was in effect in the Mari- 
times a lower wage rate than there was in Upper Canada. 
During the last moderate number of years that lower wage 
rate has disappeared, so that the rates now arc the same 
in the Maritimes as in Ontario. We pay the same price and 
we buy our material from the same sources as our competitors 
in Ontario. 

Q. You cannot use Nova Scotia steel? 


A. No. There are no steel sheets made in Nova Scotia. 
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THE CHAIRMAN: Q. I beg your pardon? 

A. There are no steel sheets made in Nova Scotia. 
They all have to come -- the neerest point is the Steel 
Company of Canada at Hamilton; the same with pig iron, and 
coke also has to come from Montreal. 

MR EVANS; Q. Now, has your business been prosper- 
ing in the past three or four years? 

A. Yes, we have been getting along very well; it has 
been going ahead, I am happy to say. 

Q. Are your sales increasing or decreasing at the 
present time? 

A. The sales are slightly better. 

Q. in numbers, and in'value? 

Posi, gL oe 

Q. As compared with prior years? 

Boa! eS. 

Q. Has 1949 been your peak year of production? 

Ah. We have not got quite to the end of the year yet. 

QO, Well, so Sar? 

A, Itrhas been running very close to last year, 
being frank about it, being very close, just a little bit 
better. I think we have pointed out here that the stove 
industry was under control during the war, we were limited 
in our raw materials, and we were given a quota of what we 
could make -- "You can make so much of this and so much of 
that," and so on -- and as a result the demand in Canada 
got very much behind, and that backlog is now being used 
up, and sales resistance this last year has been very much 
greater; we have to go out and get it. 

Q. Had the sales resistance gone up or the competi- 
tion increased? 

A. What's that again? 


Q. Had thes@les resistance increased or had competi- 
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tion increased? 
Both, 

Q. That is to say, your competitors are more active 
than they were? 

A. Yes, I would say we have -- yes, we have more com- 
petition to-day than we did. 

Q. Thank you, Mr. Fisher. 

MR O'DONNELL: Might I ask a few questions, my lord? 
CROSS-EXAMINED BY MR O'DONNELL: 

Q. Mr. Fisher, I think you gave evidence in the 30% 
case, and we went in greater detail, I think, into some 
aspects of the business at that time; do you remember? 
There were fairly detailed questions and answers concerning 
your affairs? 

A. A lot of questions. 

Q@. Well, I do not want to repeat that, but I just 
draw that to the attention of the Board. Now, you are the 
Vice-Presidant and General Menager of this company? 

A. Vice-President. 

@.» Vice-President. And what is your particular 
Sphere of activity in the company as such? 

A. General administration, purchasing, a good deal of 
work in comnection with production. 

Q. And who handles the sales? 

A. “One of - my brothers. 

are Have you got a copy of your company's catalogue 
with you? 

ne No, I have not. 

Q. You have a catalogue? 

A. We have a catalogue. 

Q. Wherein you, I assume, put enticing pictures of 
fancy stoves and the prices at which they may be procured 


from your company? 
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A. Nice pictures of beautiful stoves. 

Q. Would you be good enough to let us have one of 
those? 

A. iL would have to send It to. you. 

Q. Yes. I do not know, my lord, whether you could 
put an exhibit number on it at this stage, or whether we 
Will watt Gili wexcen wt. 

THE CHALRMAN: Better wait till you get it. 

NR. O'DONNELE s Then send us five copies, Mr. Fisher, 

if you would be good enough to do that, and I imagine the 


Commission would want five also. 


(Page 7158 follows) 
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Q. You say you have been with the company for 
thirty-seven years, Mr. Fisher, and that to this date you 
employ about three hundred people, How many people 
were you employing, roughly, when you started with the 
company? 

Poe SNsCALa Very Nard to remember. I would say 
- and it is only 2 guess - 125. Put “down eas a guess. 

Q. 125. Well it is more than double the number 
of employees has more than doubled since you went with 
the company? 

A. Approximately. 

Q. And I would imagine that the volume of 
business of the company hes much more than doubled in the 
last 37 years? 

Ag Oh‘yes’, 

Q. Throughout those 37 years your company hes 


prospered end grown? 


A, That is one of the objectives of being in 
business. 

Q@. That is right, You are quite correct, And 
I think you told us that during the years when the Excess 
Profits T2x Act was in force, your company was in the 
xcess Profits brackets. Do you remember that? 

A. I think I said that at that time practically 
every company was in the Excess Profits bracket, 

®. Including your own? 

A. Including my own, 

Q. Now, your company's business, is, spproximsately 
40% in the Maritime provinces, and 60% in the rest of the 
country, 

A. That is correct, 


Q. And in the Marivime Provinces, insofar as 


Te GRBs 
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freight is concerned, you enjoy ell the benefits 
conferred, or the reduced rates conferred by the 
Maritime Freight Rates Act? 

Reve YOR 

Q. But your gomauteaes do not enjoy that? 

As, Xess 

@. And ‘is it fair to suggest that it makes it 
very difficult for sny competition to get into the 
Maritimes? 

A. No, not by any mesns., We have lots of 
competition from Ontario, in the Maritimes. 

Q. And they can compete with you, and pay added 
freight, and still go down there and deal, competing 
in the Maritimes? 

A. There ere far more stoves and heating equip- 
ment manufactured in Ontario and sold in the Maritimes 
then are manufactured in the Maritimes and sold in 
Ontario. 

Q. Do they undersell you? Does your competition 
undersell you, or what is the reason for it? 

MeN mclling Lsonot all under-selling. it 
is in salesmanship, a lot of it. There are many lines, 
Those we are competing with sre from wide-awake Onterio 
and Quebec firms. 

Q. But your salesmanship in the Maritimes hes 
never been known to be less worthy than that of the upper 
Canadians, as you put it? 

A. You make me blush, 

Q. In any event, you have 40% of your business in 
the Maritimes with the benefit of the Maritime Freight 
Retes Act, which is your benefit, insofar as shipments 


are made there, 
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MR. F.D. SMITH: On outgoing shipmentsonly, 
Mr. O'Donnell, 

MR. O'DONNELL: Q. On outgoing shipments only. 

Now, you said you were getting into as buyer's 
market. Your .problem, in nae respect, generally speak- 
ing, is no different from that of any other manufacturer 
todsy? 

A. None whatever, 

Q@. You sell right across the country to 
British Columbia? 

A. Yes. 

Q. Have you warehouses or distributing points? 

A. We have a warehouse in British Columbia, in 
Vancouver, 

Q. And you are able to compete, I take it, 
satisfactorily, with the other vendors of stoves in the 
British Columbia market? 

A. Yes. We have been able to hold our own 
vriere, 

Q. What volume of business has your company done 
in the British Columbia market? 

As. 2& COULd not tell you that. Ihave given” the 
general distribution there, 

Q. You cannot pick out one stove; no one stove 
that you would be satisfied was one of the prineiple 
lines thet you manufacture end sell,and mention it at this 
point? 

As Nos LTE-could not give you specific figures on 
si 

Q@. You do not know what the leader is? Has 
your company a leader line, or a specialty stove. 


fix, NO, 
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Q. The business is dis:tributed generslly, over 
how models? You said that you made cooking stoves? 
A, Over how many models, altogether, of the 
articles we manufactures? 


Q. Basically, apart from the items that might 


' be added here sand there? 


A. Basically, there would be a Hel econ eo 

Q. Now, in that couple of dozen, there is no 
one, you would say, which is the one on which you do the 
bulk of your business? 

Aor one 

Q. Well, do you csll them by names? For instance, 
one would be called the Monarch, another the Meteor, and 
so on? 

A. Enterprise so and so and so and so; and some 

lines just go by numbers. 

Q. Yes; and there is no number or name which 
stands out in your mind at the present time as being 
one of your principle lines, which ‘ou make ea lot of? 

A. No one, no. The variety is very extensive. 

Q. So there is no one stove sbout which you can 
give the Commission information concerning the price, as 
compered with the price you mentioned, let us say, in 
1938, as compared to 1949? 

A. No, I haven't anything of that kind. 

Q. And I suppose the same answer would apply to 
the other commodities you mentioneed, 1912 to 1927? 

A, Stoves made in 1912 are not being made at all 
now. It is a completely different thing. 

COMMISSIONER INNIS: Q,. In your catalogue, do 
you quote price plus freight? 

A. No. We have our catalogue; sand in addition 
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price tists for, our deslers, 

MR. O'DONNELL: Q. YOur catalogue would not 
show price? 

A. Not the catalogue, no. 

Q. Would you have any objection, in order that 
the Commission may get some real idea of the effect of 
changes in freight rates upon your business - would you 
have eny objection to having an investigator attend at 
your head office sand look into your books and records, 
so that the Commission could see exactly what the effect 
of these freight rate increases has been, and see what 
the price was in 1938, and what it is today, and so on? 

MR, fo Di) SMITH: I think this very question 
arose in the Montreal hearings when Mr, Forsythe's 
evidence was given, 

First of all,as I understood it, your lordship 
said the Commission was not investigating an individual 
company but was dealing with principles. 

Now, all this witness hes dealt with is the 
question of a horizontal increase and the impact and 
effect of a horizontal increase. Surely it should not 
be considered that it 1s a case where his business, and 
all the thousands of businesses in Canada should be 
subject to investigation? 

THE CHAIRMAN: I think what happened in “Montreal 
was this: that the company in question was compleining 
about discrimination in freight rates in favour of some 
of its competitors; and Mr. O'Donnell then began his 
interrogation to show what the situation was, 

Mis Rivd: sSMETH: I think it was Mr. Sinclair 
Mr. Chairman, and not Mr. O'Donnell. 

THE CHAIRMAN: Mr. Sinclair, was it? Yes, 


I think it was, And he began to question with a view 


Va oP : : cts 7 * 
aie BOR e ' 7 “ : 


me a i 
et! net ite ornawo-aatinebadt. 82 2 
ei : 
Ras Taito tne a yi nel j ae % 


pales gis gt le 
ee ee deca | 


$LISESOB 


ao 


wldeanet 8 i “7 don. bas, enonets 0 ol 


ya hs 
f 4 


OF Weng eN seRRORRE «IH, 


- 7163 - Mr. Fisher, Cr.Ex. 


to showing that, in any case, the company was still 
manufacturing at its same plants in Nova Scotia. 

Some companies might be rich while others might 
be very poor; but all were using the same railway and 
trying to find access to the sane market; they would 
sll have the right to the same freight. You could not 
charge the rich company more than you charge the poor 
compseny. The freight rate would have to apply to all. 
It should not be based on the shippers ability to pay, 
but on the service rendered by the transport company 
for the transport of goods, whether the shipper be rich 
Or (poor, 

MR. O'DONNELL: I am merely trying to find what 
the effect of these changes have been on Mr. Fisher's 
business. 

i = = THE CHAIRMAN: Mr. Fisher was saying that he 
apprehends that the effect on his business of 
recently increased freight rates will be detri- 
mental. That Ls right, it it not? 

MR. O'DONNELL: Yes, five, ten, fifteen years 
he says. 

THE CHAIRMAN: Mr. O'Donnell wants to show that 
the freight rates, so fear, have not affected his business 
detrimentally. Isn't that the idea? 

MR. O'DONNELL: That is right. And the examinat- 
ion I had in mind would be: thst the Commission, if it 
sew fit, could send someone there to satisfy itself. 

I am not asking for the information myself. 

THE CHAIRMAN: You are suggesting that, perhaps, 
we ought to have such a thing? 

MR. O'DONWELL: That the Commission satisfy 
itself, I am not asking for the information or that it 


would be made public. 
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THE WITNESS: I think that with respect to 
this information, if you consulted with Mr. French, 
one of our competitors in the same town - he is follow- 
ing me - I think he has some figures to submit which 
would take care of Mr, O'Donnell’ s question. 

MR. O'DONNELL: All right. 

THE CHAIRMAN: Phe question 1sf > Ila it: fei 
Mr, Fisher points out what it would cost people in 
Toronto to get to 2 certain market or elsewhere, and 
whet it would cost him. 

Now are these respective rates out of line? 

If they sre, it does not matter whether one is rich 
and the other is poor. It is a question of fairness 
g11 round. 

MR. O'DONNELL: And whether or not the change 
in the rate has had any 3dverse effect. 

THE CHAIRMAN: Whether the increase in the rates 
creates an unfairness; and you suggest that we should 
go further into the affairs of this company. We will 
have to consider it. 

MR. O'DONNELL: I am not asking for the 
information. I thought the Commission, if interested, 
would get it. 

THE CHAIRMAN: We will bear that in mind, Mr. 
O'Donnell, 

MR. O'DONNELL: Of course, Mr. Fisher may be some- 
whet reluctant to disclose to his competitors what his 
position is. 

THE WITNESS: That is right. If 18 a private 
company and we do not publish any information. 

THE CHAIRMAN: Mr. Fisher's prosperity may be 


due to some trade secret, 
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MR. O'DONNELL: Q. I understand that. But 
I also understand thst in the last three or four years 
your sales volume has increased year by year? 

A. Yes, a little, year by year. 

Q. And it is Hgher today than it has been, 
through that policy? 

MESS alloy oes) Oran ies 6 ete 

Q. And you hope it will get still higher? 

A. That is what we keep on working for. 

Q. At the present time, there are other manufact- 
urers, in Carleton Place and Renfrew, Ontario? 

Pia baie 

Q. That is some of your competition? 

he SThss, 2s. ri ent. 

Q. And you have got a’. bénefit. over them in 
the Montreal market, have you not, freight rate-wise? 

A. I cannot say what the freight rate from 
Carleton Place to Montreal is. 

Q. The freight rate from Carleton Place or 
Renfrew to Montreal is 45¢; while yours is 44¢ per 100 
pounds, 

A. You are speaking of carloads? 

Cy. VEC Be 

A. We have not been shipping carloads. I do not 
know what the carlosad rate to Montreal is. I think our 
shipments go in there L.C.L. 

Q. The rate is 45¢ from Renfrew to Montreal and 
yours is 44¢, 

THE CHAIRMAN: What is the distance? 

MR. O'DONNELL: Q. The distance is quite consider- 
able! 


A. Forty-four cents seems pretty low. We have 
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been shipping there for a long time, but it seems - 

MR. FRAWLEY: Is that the L.C.L.? 

Mr. O'DONNELL: No. 

MR. FRAWLEY: You have not got the L.C.L. 

MR. O'DONNELL: And your distance from Montreal 
to Sackville is ebout 300 miles, roughly?’ 

A. You would have it there. You would know thet 
more accurately. 

Q. And you get in there for 1¢ per 100 pounds less 
than tiie Carleton Place or Renfrew man does? 

MR. FRAWLEY: What is the Renfrew distance. Have 
you got it there? 

MR. O'DONNELL: /Q. And to Toronto, your rate is 
68¢ at the present time, per 100 pounds? 

A. ) Piadosnote knows 

Q. Now you mention a Winnipeg rate, do you not, 
a Winnipeg rate on a carload from Sackville; and from 
the information I have it is $1I.5% hundred pounds. 

A, I have not kept © pace with the changes, 
Mr. O'Donnell. 

Q. And from Carleton Place or Renfrew it is $1.49? 

A; wYes, there is an 8¢ difference. 

Q. An 8¢ difference on 400 pounds, let us say? 

Ay *Xesh 

Q@. That is 32¢ on se 400 pound stove? 

Ri, YES 

Q. And the ~pritee 1 of that stove would run 
around $75? 

A. Yes, Byt what about the increased cost in 
that stove? We have to pay the higher freight for 
materials coming in. You are overlooking that fact. 


Q. Well, there is that aspect of it. 
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A. It is more then an aspect. It is more, 
very much more then that. 

Q. But the Carleton Place man has to bring his 
material in as well. He is a long way from Hamilton; 
he is in the eastern end of Ontario? 

A, That is*right. 

Q. And he has to ful his sheet metal quite a 
distance? 

MY hat te weient. 

Q. And when it comes to selling the finished 
product in Torontg you have 700 miles, or 900 miles more 
that your freight is hauled for 8¢ a hundred pounds extra; 
and on a 400 pound stove, that is, roughly, 32¢? 

A. That is on stoves going out. 

Q. And your stove would sell for around $75, 
easily. So would thet 32¢ make 2 considerable difference 
in the price of your stove? 

ny “Y Lb Ghink, if you refer to what 1 satay lL said 
that in*> comparison of our relative position. with our 
competitors in Ontario, in such a case you have got to 
take into consideration not merely what the company sends 
out, but the total operetions in bringing in large 
quantities of material, 

I think the next witness has some figures to give 
you which will deal with that quite Sully. 

Q. Well, in any event, through the years, your 
prosperity and growth has been, 3s you said, achieved 
under the freight rates which prevailed for some time; 
and it permitted you to ship right across the country 
and to compete effectively in British Columbia? 

A, ‘Yes, 

Q. Now, with respect to your company's position, 


freight rate-wise, you made no appeal to the Board of 
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Transport Commissioners, efter the 21% Judgment had been 
rendered, did you? 

MR. F. D. SMITH: The Maritime Transportation 
Commission did, however , 

MR. O'DONNELL: Q. T om speaking of his company, 
because the Chief Commissioner, in his Judgment, toward 
the close of the hesring in the 30% C_.se, suggested that 
if any individusl menufacturer or shipper wes affected 
adversely by 3 horizontal incresse - of which you were 
complaining - that he might make representations concerning 
that, or it might make representations concerning its 
specific case, Now, you did not do that, did you? 

A. We have worked through the Maritime Transportat- 
ion Commission alwsys,. 

ME yt ¢ Ls) DUEL Les The matter of horizontal increas- 
es is still in the hands of the Board of Transport 
Commissioners, in the 20% case. 

MR, O'DONNELL: They confirmed the Judgment and 


increased it by 8%. 


THE Gee Sa kk Thank you, Mr. Fisher, 


CROSS EXAMINATION BY MR, FRAWLEY 

MR. FRAWLEY: Q. Where do you effect distribut- 
ion? Have you got warehouses in C nada? 

A. We have only one, and it is in Vancouver. 

Q. You have none, other than the one in Vancouver? 

A, That's right, 

Q. And whet induced you to put one in Vancouver? 

A. We got turned out of where we were, and then 
“we got turned out of another place, and we could not find 
a home to go to. So we brought some property from the 


C nedian National Railways, end we built 4 small warehouse 


‘need ben dae acehs ane 


Rel i 


« s Sey : 
VEO DES « 


‘ PaeOD t 


ee me ibis eS 


alt I, eat. ot 
. ie 
eo oxtail to stro ssh ity ao 


ae 


wy 


DEM } 


: Pea 3 ee faith ¥ a9 “fa tH i ey ms ; 
? Meh mete ‘ 


be & 
ES ee 


- 7169 = Mr. Fisher Cr.Ex, 


in Vancouver. 

Q. Whatpersuaded. you to establish s warehouse 
in Vancouver? 

A, Well that is for British Columbia. 


Q. Do you distribute beck from British Columbia 


inland? 
No, into British Columbia only. 
» Do you have any ssles in the Prairie Provinces? 
sy Ohi ves, 
wawnere 7 


We. sell to a jobber. 


Do you have more than one jobber? 


ONe jobber only... 


Where is he located? 


ei Dea | Desa YD ate BS BE 


In Winnipeg, Saskatoon, Regins, Calgary, 
Edmonton, and a number of smaller places, North Battleford, 
and so on. 

Q. To put the question plainly as Phe reason you 
have a warehouse, rather than another jobber in Vancouver - 
have freight rates anything to do with that? 

A. No. I do not think so. 

Q. You have what you call a differential to 
Winnipeg of 8¢; but thet same differential applies to 
other destinations in Western Canada? 

A, To all Western Canadian points I believe, 

Q. So you pay, if you are shipping to your jobber 
in Calgary, you pay the rate from Montresl to Calgary, 
plus 8¢? 

A. Yes; but what is that again? 

Q. You said you had a differential, that Seckville 
hed s differential over the rate from Montreal to Winnipeg 
of o¢. 
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Q. Now, I would ask you: does Saakville have a 
differential in the rate from Montreal to Calgary of 
8¢? 

A, It is the same thimg. The differential is 
the same. We should call it an arbitrary, to all the 
Prairie points. 

THE CHAIRMAN: Ey engi. Se? 

A. 2b Leratiiie ods 

MR, FRAWLEY: Q. Lisdeatill 8d. sand it Ls 8¢ 
to Vancouver? 

AauNod 

Q.. Gell us, ebout that. 

A. To Vancouver - it has always been the same from 
Winnipeg to V@éncouver as from Sackville to Vancouver, I 
should not say always but for s grest many years. It is 
a competitive water rate. 

Y.. Lt. sso what? I did not catch that? 

As. “lite Was. \fhink, +10 Seay ae re put down as 
a wster competition rate. It was the seme rate from 
Sackville to Vancouver as Toronto to Vancouver, 

But, since April 1948, there have been various 
increases to this. 

There wes 9 21% increase. And then they added 15¢ 
to the Sackville rate, but they did not do that to the 
Toronto rate, 

So now, instead of jpayitnethe same rate . from 
Ssckville to Poronto as from Toronto to Ve8ncouver, we are 
now peying 15¢ more. 

MR. O'DONNELL: Q. It is about 1200 miles further? 

bus Ges 

MR. FRAWLEY? Q. Did you ever have any discussion 
with the traffic officers of the railway es to why the 


rate, which formerly was the same, Seckville to Vancouver 
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and Toronto to Venzouvdr, is now 15¢ more? 

Ae” YOR 

Q. What did they tell you? 

A, They just try to jolly you along. There was 
no specific - they said it was just changed, that is all. 

Q. Did they tell you about the disappesrance of 
the water competition from Sackville to Vancouver? 

A. Not that I know of. I know that my brother 
spoke to one of the officials about it, and he was 
telling me about it. 

I tried to get in touch with thst official several 
times in recent weeks, before I came up here, but he and 
I were always at the wrong time. So we never could get 
together, 

Q. So your carload rates to all points in western 
Canada are &¢ over those of your competitors? 

A, Yes, except to British Columbis, 

Q. And, whereas you had the same rate to British 
Columbia, you now pay 15¢ more? 

We Hees 

COMMISSIONER ANGUS: Q. I understood you to say 
that you took a long view, fifteen to twenty years ahead, 
and that you were rather frightened at the prospect of 
freight rates increasing? 

Re, Les 

Q. Now, when you take that long view, do you 
think thet your other costs sre increasing or standing 
stationary? 

A. No. They would go up too, in the same relat- 
ionship as to our competitors. 

If the price of steel goes up $5 to our competitors, 


it goes up in the same way to us. But if the railway 


rete 


my ind 


mark up 20%, our competitors may go up $1, and we may go 

up $1.25. So the gap becomes greater; and they are a lot 
nesrer Ssult Ste Marie at Hamilton than we are down at 
Sackville, At the present time our steel costs us $9.54 
more than our competitors in Ontario purely on account 

of the freight. So, I say, looking. ahead towsrds continued 
increases, it stretches that gap farther and farther, 

Q. When you think of the increase in freight 
rates as part of the general increase in prices and costs, 
and everything? 

A. i Ness 

Q. And if that takes place, must there there not 
be some increase in freight rates? 

A. Yes. I realize that we must have more 
revenue for freight, and for the increases for freight; 
but it is the method of making the increase, not on a 
percentage basis but on a cents per hundred pounds, so 
that the gap does not get too great. 

Q. When you spoke, in your brief, of the railways 
needing more reveme, I think you said they could get 
some of it from increased freight rates? 

Bey eB 

Q. And where would they get the rest of it? 

A. They can, probably, make economies, with greater 
efficiency. 

That is what I tell our own people. Here, if this 
is costing us $5, 311 right, perhaps we can get $2.50 .Can 
we hope to cut our costs and make greater savings with 
greater efficiency and economy? 

Q. You would include savings in operation as 
increased revenue? 


A. Oh yes. It lowers the cost, you see. 


eae me : 

Be ee late Rees ne Leap | 

F tak fe 

SF 08 gu rise hima ‘nila 
ates a 


rat Lanai 
ta 


ree ote. duct a aah 7 


a | fl 


tt FR |. Res LEvpras it . 


ot a ey ests c4 Ait dj 
tut F Ore’ 45 Wyte TOM ». 


a S gene ped? he es taor ; 
A aN saa Py \ “ 
A 7 ASE 5 7 ; ay, a Ms 7" 
rt meee! elaebons ara A sail na 


Pac vai 


wae 
ghee 


«Ue a ii cae . eg et 


er OE Bie Mp. Fisher (Cr,Ex, 


Q. But if you give me savings thet way, then where 
would it come from? 

A, Theat was merely a suggestion or idea that I 
tell to our own people in the plant, that they can always 
do better, I think we will all admit thet. 

COMMISSIONER INNIS; Q. Even the railways? 

Aa Ly OhInk soy: osirs 

THE CHAIRMAN: Does anyone else wish to question 
Mr, Fisher? 

Thank you, Mr, Fisher. 

MR. COVERT: There is another witness but there 
is only about five minutes left. 

MR. F. D. SMITH; Mr. Barry will be taking it. 
You had better ask Mr. Barry. 

MR. BARRY: It would take half an hour at least. 

THE CHAIRMAN: Then we had better wait until to- 
morrow, 

MR. BARRY: He has all the information which, 
apparently, Mr. O'Donnell and Mr. .Fvans want. It would 
take at least half an hour, because he has a lot of the 
information which Mr. Fisher did not have. 

THE CHAIRMAN: Very well then, we will adjourn 
until to-morrow morning. 


(At 4.55 p.m. the Commission adjourned until 
10.30 a.m. Friday, November 4th, 1949) 
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AAR (0! age Mr. French 


MORNING SESSION 
Friday, November 4, 1949, 


THE CHAIRMAN: Very well, Mr. Covert. 
MR. COVERT: Mr. Chairman, the first witness 
is Mr. A. R. French., This comes under Item 3 on the agenda. 
THE CHAIRMAN: Is this on the same topic as 
yesterday? 


MR. COVERT: Yes, Mr. Chairman. 


A. R. FRENCH, called. 

MR. BARRY: Mr. Chairman, this witness! state- 
ment -- 

THE CHAIRMAN: Pardon? 

MR. BARRY: The statement of this witness is 
contained at page 117 of Volume 1 of the Maritime Trans- 
portation Commission brief. 

THE CHAIRMAN; Did you say page 17? 

MR. BARRY: Page 117. There is also appendix 
LL oan volume ire . 

EXAMINED BY MR. BARRY: 

Q. Mr. French, you are the Manager of Enamel & 
Heating Products Limited? 

A. Secretary and treasurer, 

@. Enamel and Heating Products Limited, at Sackville, 
New Brunswick? 

A es. 

Q@. You are familiar with the statement contained at 
pages 117 and 118 of volume 1 of the Maritime Trans- 
portation Commission brief? 

Pn I am. 

Q. And the statement contained in appendix 77 in 
volume 2? 

Ay Yes. 


@. What is the business of the concern? 
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A. We manufacture all kinds of coal snd wood and 
oil cooking ranges and heaters, warm air furnaces, and 
cast iron sanitary enamelware, 

Q. This statement, Mr. French, contains a comparison 
which was prepared in September of 1948. Have you made 
some changes in it in the light of ‘developments? 

A. Yes, I have amended it to include the 8 per cent 
increase instead of the 20 per cent proposed. At the 
time the statement was made up it was on the proposed 
20 per cent. It has now been amended to the 8 per cent. 

Q. You have a competitor in Ontario, have you? 

A, Yes, several of them. 

Q. Have you made a comparison with one of them in 
the light of the 21% increase and the 8% additional? 

As Yes, I have. 

Q. Would you give the figures, by way of comparison, 
that would be paid by your competitor on a similar amount 
of goods, and what would be paid by yourself before and 
after the increase? 

A. Yes. This statement is for the year ended 
December 31, 1947. The reason for it not being for the 
year 1948 is it was prepared before the end of 1948, but 
it would compare with the year 1948 because the volume of 
business was practically the same. We shall take first 
the quantity of materials brought to our Sackville plant 
which is a stove manufacturing plant, consisting of pigiron 
from Sault Ste. Marie, steel sheets from Hamilton and 
enamel frits from Oakville. The freight before the 
increases amounted to $27,230. Freight on the other 
miscellaneous materials too numerous to mention was 
$43,892, making total freight on incoming raw materials 
to the Seckville plant of $71,122. For a competitor 


located in Carleton Place we shall use the same quantity 
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of materials. His freight rates for the same materials 
totalled $42,900, a difference of $28,222. 

Q. That is prior to the increase in the rate? 

A. Prior to the increese, We were at that time 
at a disadvantage with our Ontario competitor to the 
extent of $28,222. To that we edd the 21% increase 
amounting to $5,926, and the 84% thereat emounting to 
$2,731, increasing that unfavourable position from 
$28,000 to $36,880. That is the comparison of the 
plant at Sackville with e compsrable stove plant et 

erleton Place. I have similer figures comparing our 
Amherst plant, which is an enamelware business, with 

a Toronto manufacturing company which, on the same 
bsesis of comparison, shows a difference of $29,751, 
making a total of about $65,000 that we are are a dis- 
advantage with our upper Canadian competitors. 

MR, EVANS: QQ. You do not add those two 

together, do you? 

A. Yes. 

THE CHAIRMAN: What is that? 
MR. EVANS: I was asking the witness whether he 
added those two together. 

Q. You do? 

A. Yes, The first one was for our plant located 
at Seckville, and the second one was for the plant 
located at Amherst, N. S., $36,000 in the Sockville plant 
and $29,000 st Amherst, making o total of $65,000 that 
we are at a disadvantage on the two plants. 

MRA BARRYsorO. Pihet is: efter the: increases? 

A. After the increases. . 

Qe As compared to the disddvantage prior to the 
increases of --- 


A. $50,000, an. increased disadvantege of 
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approximately $16,000. 

Q. You heard the questions asked yesterday of 
Mr. Fisher with respect to costs of stoves? 

A. Yes, 

Q. Whet has the cost of @ standard type stove 
increased in the last six or eight years? 

A. The cost, not the selling price? 

Q. Yes. 

a: Labour has gone up close to 100 per cent. 
Materials are up between 50 and 60 per cent. 

Q. But that situation would prevail as well with 
your competitors? 

A. Yes. 

Q. But their freight’ increase did not go up 100 
per cent as their labour did and yours did? 

A. That is right. 

Q. You say the cost of labour has gone up almost 
100 per-cent? 

A. Almost 100 per cent. 

Q. What were the sverage profits of your company 
between 1936 snd 1946? 

A. Our average profits for those eleven years were 
$28,086, 

Q. Your profits were higher in 1947 and 1948, were 
they? 

A. Very much higher. 

Q. Wheat caused them to be higher then? 

Aye In 1947 we went into the manufacture of oil 
burning hesters. Prior to that time practically all of 
the oil burning heaters were brought in from the United 
States. During that year our volume of business was 
greatly increesed resulting in much larger profits, and 
also we expanded very materially our exports to South 


Africa. 
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Q. Have you any market in South Africa now? 

A. None whatsoever. 

Q. That i8..i0st now? 

That was lost owing to the foreign exchenge 
controls which were brought down in South Africa in 
November, 1948. Those controls were on 3 quota basis, 
but in Februaery,. 1949, stoves were put on a barred basis 
and we have lost that market completely. 

Q. There wes a strike in 1947, was there not, that 
effected your production, and which carried over into the 
next year? 

A. Not a strike in our plants, but due to the 
unsettled conditions and strikes, and shortage of materials 
in 1946 we could not supply the demand, and we carried over 
into 1947 s very large backlog of orders. 

Q. The situation in brief is that your comparative 
position with your main competitors has been worsened to 
the extent of the number of thousands of dollars you 
stated? 

A. That is right. 

Q.Whet isthe amount of the total increased burden 
according to your statement? 

A. The figures I referred to were the incresses on 
the incoming raw materials, but when you take the increases 
on all freight, incoming as well as outgoing, it means an 
additional total burden of $62,895. 

Qe And by outgoing burden you mean shipping to your 
markets? 

A. That is right. 

Q. Where sre your markets now? 

A. Our markets are right across the Dominion of 
Cansda from the maritimes to British Columbia and New- 


foundland, 


‘ ’ 


ie 
d 


opened RS. CH one Me oh phe su 


E hoke hh eayok mb croak: ater oe figdobe ‘bid 
oP snp nm fH ms sor. 2 a rin! ine a 53 2 beg ATONE a alts 
hi arty side, et oo , 
7 ie, ae 


“ow 
Th he = ( 


ved Ove ois 4a 


1 | 
Shed aoe: a 


a j 


Bp) LAO Ga 


iy hee ee 


St pame™ 


gt Bae 


, rem dd r 


. ; eI A" thin bis mameial Ge bs 


si ae 


- 7179 - Mr. French,cr-ex 


CROSS-EXAMINED BY MR. EVANS: 

Q. Mr. French, I will try to be very short. You 
spoke of your average profit for the eleven-year period? 

Ae Yes. 

Q. You said that the profits in 1947 and 1948 were 
much higher than that average? 

A. That is correct. 

Q. Could you, without disclosing information you 
think you should have kept confidential, tell me what the 
profit was in those years? 

x, Yes -- from the year 1936? 

Q. No, just 1947 and 1948. 

A. In 1947 the profit before income taxes was 
$268,000, 

Q. Is that a comparable figure with your average 
of $28,000 which you gave? 

A. No- 

Q. Will you give me the compereble figure? 

A. For the previous years? 

Q. No, your average for the eleven-year period 
was $23,000? 

A. Yes. 

Q. I want the comparable figure for 1947 and 1948. 
Were they not after taxes? 

A. No, these profits are before taxes in both cases, 

Q. Then they are comparable in the sense that they 
are the same kind of figures? 

A. I just do not --- 

THE CHAIRMAN: These ere a part of the figures 
used to make up the average? 
MR. EVANS: The average covers a different 
period, 
THE CHAIRMAN: Q. When does the average stop? 
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I thought it went right up to date, 

A. Mr. Evans asked me the average -- 

Q. You gave us the average for certain years. What 
were those years? 

he The first average I spoke of was $28,000. 

Q. That was for when? 

A. For the years 1936 to 1948 inclusive. 

MR. EVANS: QQ. Oh, were they? 

A. Yes. 

THE CHAIRMAN: Q. Then the year 1947 forms a 
part of that? 

A. Theat -Ls right. 

MR. EVANS: 2. I took down that it was the 
eleven-year period from 1936 to 1946, 

AY I have thet average here -- I am sorry, the 
ten-year average of $28,000 I gave you is for the ten years 
1936 to 1946, The average for 1936-to 1948 is $68,770. 

Q. Yes. Now then, you gave me a figure of 

two hundred end some odd thousend dollars for 1947? 

A. Yes. 

ae What was the same kind of figure for 1948? 

A. $245,000, 

Q. $245 ,000? 

fos Lpout $23,000 less than the year 1947 on almost 
exactly the same volume of business. 

Q. Now then, your profit in 1946, as I think you 
told us in one of the freight rate cases, was $46,000? 

Ne That is right -- $44,000. 

Q. And at that time you were looking with con- 
siderable gloom, if I may put it thet way, on what you 
thought would be the increased burden of $50,000 in 
freight rates as a result of the then application? 


A. That is right. 
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Q. Would it be fair to say that the pessimism you 
had st that time was not fully realized? 

A, We did not anticipate the very abnormal demand 
that came in 1947 and 1948, and as elready explained we 
went into the production of oil burning heaters when we 
were practically the only menufacturers of oil burning 
hesters in Canada, sll the rest Hina ae from the United 
States. That was the year 1947, and 1948. To-day 
nearly every stove manufacturer in Canada is manufacturing 
heaters. For a portion of the time during 1947 and 1948 
there was 9 Canadian embargo on O11 heaters coming from 
the United States. Therefore we not only capitalized 
on that embargo but also the fact that we were the only 
manufacturers, but to-day that market is off, and every 
other manufecturer is into that business. We do not 


expect to ever capitalize on the position in oil again. 


Q. Have results so far this year been better than 
average? 
A. Better than the average of normal years, but not 


as good aes 1947 and 1948, as supply is catching up to 
demand very quickly. 

Q. Where 3s s rule do you ship these new products, 
the oil burning heaters? 

. The majority of them are sold in Ontario and 
Quebec although they go right across the country, but 
the majority there. 

Q. You ere selling those in Ontario and Quebec in 
competition with local manufacturers in those provinces? 

A We did not have any competition from the upper 
Canadian people because they did not manufacture these 
heaters. 

Q. To-day have you? 


A. To-day they ere manufacturing them, and we are 
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selling 2 small percentage in Ontario and Quebec compared 
to what we did. 

Qe To-day you are selling a large part of your 
production of oil heaters in the maritimes? 

A. Yes, the maritimes and British Columbia and the 
middle west, the prairie prev incdss 

Q. But a smell proportion relatively in the central 
provinces? 

A. It is a much smaller proportion than the years 
1946 and 1947, but our volume in 1949 as s total is only 
small compared to the years 1946 and 1947. 

Q. I do not want to keep you too long on this point, 
but would you give me a rough idea what proportion of your 
different products is marketed in the maritimes? 

A. I can give you total products. 

Q. Give me the proportion of your total products, 

A. As to our total products, taking an average for 
the years 1944 to 1948, 71.3 per cent of our products was 
sold outside the maritime provinces. That varies, with 
23, 31, 29, and 27 per cent,making en average of 28 per 
cent inside the maritimes and 71 per cent outside, 

Q. What has happened in 1949 to date? 

e In 1949 to date, the end of October, 61 per 
cent outside the maritime provinces. 

Q. So that your local market has grown relatively? 

A. Not generally speaking. 

Q. You have competition, have you, from the central 
Canadian producers in the maritimes? 

A. Some, yes. 

Q. Now then, there was something said, I think by 
Mr. Fisher, end es I recall it by you, in your statement 
in the maritime brief that wages in your industry had been 


roughly the same in recent years 3s in central Canada 
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where your competitors operate? 

A. In recent years yes, just as high. 

2. I gether from that, Mr, French, that the wages 
in your industry in the meritimes sre among the highest 
of any of the important industries there? 

A. Thetis-rignt. 

Q. And is your industry higher than the average 
of the principal industries in the maritimes to-day? 

A. I would not say so. 

Qe I was wondering how your statement could be 
reconciled with the statement in the Maritime brief at 
page 46 of volume 1, where it is shown that in 1947 the 
average weekly wage in the leading industries in the 
maritimes amounted to $33.46 whereas in the same year the 
average for Canada as a whole was $36.76 per week. 

Yould that not indicate to you, as it did to me, that 
in 1947 you hed an advantage over other industries 
elsewhere in Canada in regard to weges? 

A. We know that we have no advantage in labour in 
the stove industry and the enamelware industry 
regardless within the province, With industries 3s a 
whole I do not know, but we have an exchange of labour 
rates in code. We do not know the individual names 
of the other manufacturers, but we know we have all of 
them in Canada, and we have compared them year after 
year, end it has been compared for this year and last 
year, and our wages are just as high. 

Qe I understand you sere 3 cost accountant? 

A. That is right. 

Q. Can you tell me whether your industry, without 
telling me the details, has a manufactured cost more or 
less, for a given article, than your competitors in 


central Canada? 
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A. Yes, our cost is higher. 

Q. Your cost is higher? 

Ae Yes. 

Q. Has it slways been higher in your experience? 

A. Yes. 

Q. It always hss been higher. 

ha The reason for that is that the upper Canadian 
manufacturers usually have ea much larger volume which 
makes for lower overhead. As far as wages they ere just 
as high now in the maritimes. As for raw materials they 
are higher because of this great difference on freight 
which we have to pay on incoming raw materials. 

Q. I have two other small matters to take up with 
you. One is that your comparisons relate only to 
incoming raw materials? 

R's That is right, 

Q. You have not made an over-all study, have you, 
of the totel freight bill compared with your competitors, 
including output? 

A. No, that is a very difficult thing to compare 
unless you know where their products go, end so forth. 

Q. I mean what you would do, as I understand it, 
is that you would take your product end move it to where 
it did move, and you would assume e location point for 
your competitor to make a similar comparison? 

Ae We are not so much concerned about that, It 
is not the sdditionel freight we heve to pay on the 
outgoing materials. It is on the raw materials coming 
in. For instance, on goods shipped from Seckville to 
Vancouver, 2S compared with from Ontario to Vancouver, 
prior to these recent increases there was no difference 
whatsoever. The rate was exactly the same. There is . 


a difference now, but when you add that up it is only 
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hundreds of dol leis, It is not e serious thing, The 
serious part is on the incoming raw materials. If you 
were to land our raw materials at Sackville for the same 
cost as central Canadian manufacturers I would not be 
here to-day erguing. We cen absorb on the outgoing. 

Q. Now then, may I summsrize your position in this 
wey, that as regards your meritime market you have an 
advantage over your competitors? 

A. Mat iis-rients 

Q. And that is a substantial advantage due to two 
things, that the inbound product of your competitor does 
not enjoy the maritime freight rate preference? 

Ne That is right. 

Q. And you also have the advantage of your being 
closer to your maritime market? 

A. Right. 

Q. Now then, a8 regards thet portion of your 
marketable product which goes to central Canada, you are 
at a geographical disadvantage with yur Ontario end 
Quebec producers or competitors? 

A. Thavilse rignt, 

Q. As you go west the disadvantage owing to your 
geographical location relatively is less compared with 
your central Canadian competitors? 

A. On the outgoing freight position, yes. 

Q. Then with regard to the foreign or export 
merket when there is such 2 market -- I understend you 
have lost it recently -- when that market is available 
you have a very definite advantage over your competitors 
situated in central Canada? 

A. Yes, we ne 5 adventege in our export 
business over central Canadian manufacturers as the 


central Canadien manufacturers have over us in central 


Canada. 
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Q. This brings me to my last point. When you 
meke your compsrisons, as you have done, with competitors 
in Onterio and Quebec, you ere dealing there with the 
increased burden placed upon you by percentege increases, 
in your view? 

A. That is right. 

Q. And I am interested to know whether the purpose 
of thet presentation is to indicate that you feel that 
you should be kept at all times on the some basis 
dollarwise in increased freight retes as your central 
Canadian competitors? 

A. No, we do not feel that, That would be unfair, 
but if the freight rate increase to the Ontsrio manu- 
facturer bringing his pig iron from Hamilton or Sault 
Ste. Merie to Carleton Place is 40 cents we do not 
expect you to bring thet e thousand miles more for 40 
cents, but where they pay 40 cents we pay say $2.40. 

We do not expect you to carry it for 40 cents, but we 
think you should give us consideration end cushion the 
increase to the maritime industries so that we have a 
chance to survive. 

Q. Perhaps I did not make my question clear, 

A. I am sorry if I did not understand it, 

Qe I am quite es much at feult as you are, What 
I was seying to you was is it your view thst your in- 
dustry, having regard to the relationship existing prior 
to the increases ss regards freight rates, should meintain 
exactly that relationship dollarwise? 

A. We would like it to be that way. 

Q. Are you seriously suggesting it must be done or 
should be done to protect your industry? 

Ae No, I would not suggest thet because there 


might be some company only fifteen miles away from the 
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source of supply, end if their increase was only 15 cents 
we could hardly expect you to give us the same 15 cents. 

Q. I was wondering whether that had struck you 
because there have been previous witnesses who thought 
that literally should be done, in earlier cases. 

A. No, that would be unfair. We do not expect 
anything thet is impossible, All we want is to be 
given consideration in these matters so that the dollars 
we have to pay in increases are more but the percentege 
cushioned or lower. In other words, before the war this 
adifference existed before the freight rates increase 
on so many thousands of dollars that we were at a dis- 
adventege, but our labour costs before the war were 
considerably less then central Canadian manufacturers, 
As a matter of fact, our moulders worked on 2 ten per 
cent lower rate. The moulders werk on 2 piece rate 
plus 2 board percentage, and they agreed to work for 
10 per cent less than in Ontario, If the Ontario 
manufacturer went up to 50 cents on board ours was 40 
cents. That difference has disappeared completely, and 
our weges ere just as high, Before the war the lower 
weges we peid offset to 2 great extent the disadventage 
of the extra freight we had to pay, but now wages are 
just es high, end we have so many thousands of dollars 
more disadventage it is becoming e burden on the 
company. We ere not thinking of the years 1947 or 1948; 
we are thinking of the future. When we look at these 
figures of profits for the ten years prior to 1947, or 
you can go back prior to the war, from 1930 to 1940, 
if you like, thet is what we sre worrying about, the 
impact which may be coming in 1950. We would judge 
that our volume of business will not be nearly eas great 


in 1950 es it is in 1949 beceuse our volume has been 
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kept up due to the demand for houses. We do not want 
this difference between the meritime manufacturers and 
central Cenadisn manufacturers to become so great that 
we have got to pull up stakes and move out of the meritime 
provinces. | 

Q. I wes going to suggest to you that if you got 
that relief would your competitors in central Canada not 
have to have somewhest equivalent relief for the longer 
haul into the meritimes where they are competing with you? 


a I do not think that worries them very much, 


AS 1 have said, for prectically 70 per cent of our busi- 


ness we depend on outside of the maritimes, but if you 
take the other way around --- 

Q. You would just es soon have 2 greater percentage 
in the maritimes, would you not? 

ty We would, but we can only sell so much, The 
population is so small it will only absorb so much, 

Q. Then I gather you have not much competition in 
the maritimes from central Canadien producers? 

A. Not too much, 

Q. You pretty well have the market to yourself 
locelly? 

Ae When I say upper Canadian manufacturers, 


individually they do not do too much business there, but 


with all the manufacturers it is e factor. Teke with 


ourselves; 3s I said, we depend on 70 per cent of our 


business outside of the maritimes. If you were to 


investigate you would probably find that 70 per cent of 
the business of the central Canadian manufecturers is in 
central Canads, and they are only looking outside for 
a smeller proportion. 

Q. I wes really interested to know only ebout your 


maritime merket for the moment as to whether he is 3 
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fector there, and to the extent that he is a factor I am 
suggesting to you that he might expect to have thet 
preserved by similsr treatment with regard to freight 
rate incresses if you were to get that relief? 

Le I doubt it; it is not an important enough factor. 

Q. If he did not does it not follow that you would 
capture whatever part of the local maritime merket he 
hes hitherto had, or at least could increase your ad- 
ventage? 

A. What is the question? 

Q. If . ihe does not get that relief and you get 
it it mekes your position in competition with him in your 
local maritime market that much better? 

ive Well, it does, but as I say we are not looking 
for greetly increased markets in the central provinces. 
We only want to keep what we have got. We can carry on 
and meke a feir profit if we can keep what we have got, 
but if the burden is increased and we cannot compete in 
the central Canadian markets then our volume is going to 
drop, our overheed go up, and our profits down, 
CROSS-EXAMINATION BY MR. O'DONNELL: 

Qe I heve a few questions. Your operation in the 
meritimes was originally based on the import of pig iron 
and steel sheets from Englend, wes it not? 

ae That is early history. 

Qe And at that stage pig iron and steel sheets were 
processed more or less in transit. They stopped over at 
Scekville for s certain time, were treated, and were then 
shipped into the central Canadian market in the form of 
stoves, and so on? 

A. Thet is right. 

Q. To-day you bring your pig iron end your steel 
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sheets from Hamilton, central Caneds? 

Ae That is right. 

Q. And having treated them you ship them beck into 
centrel Caneds now? 

A. A Large portion, 

Q. I understand the distance from Sault Ste. Mrrie 
to Sackville is 1,218 miles, from Hamilton to S ckville 
is 1,021 miles, end from Oakville to S:ckville is 1,004 
miles. On the other hand, your competitor at Carleton 
Place is 475 miles from Hamilton, in the case of pig iron, 
267 miles from Soult Ste, Marie in the case of steel 
sheets, end in the case of frits he is 249 miles from 
Oakville where he gets his supply. So that on these 
units to which you have referred the railway, in the case 
of your competitor, has transportation to the extent of 
991 miles on his raw materials, compared with transporting 
your raw materials 3,243 miles. Theat is merely the total 
of those three figures. 

A. Yes. 

Q. Then again et the ‘mherst plant 2 somewhat 


similoer situation exists. 
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At Amherst you likewise bring your pig iron from the 

Soo which is 1228 miles and your enamel frits from Oakville 
which is 1014 miles whereas your competitor at Toronto 
brings its pig iron from the Soo, 439 miles, and enemel 
frits 21 miles from Oakville, so in the case of the 

Amherst plant as against the Toronto operation of your 
competitor, the railways transports those units of your 
raw materials 2342 miles against 460 miles to Toronto 

A | GOFBE OT 

Q. You, are fair enough to say or concede that some 
allowance has to be made for that additional transportation 
and exactly what it is that is something that the Board 
of Transport Commissioners has to keep in balance as far 
as you are concerned? 

As Yeu. 

QO. Noweyourseid, <i take it Mr. French, that the 
increased burden that your company was obliged to bear 
because of increased freight rates was $62,895. for the 
year ending December 31st, 1947? 

Aw. RISA. 

Q. Now your competitors had an increased burden 
also, didn't they? 

Ait. Nes, CUNStvis rien’. 

Q. You have not any idea what their's were? 

A. My figures from the statement, as you will notice, 
shows in the first statementa difference prior to the 21% 
increase was $28,000. The first part of that statement 
shows that on the total incoming freight where we had 
$71,000. they had $42,000. The Ontario manufacturer in the 
21% increase had to pay 21% on $42,000; we had to pay 21% 
On. $71;000:., ane aes I think perhaps answers your question. 
We both had to pay the 21% but they had to pay on a much 


Smaller amount. 
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Q. Your increased burden was $62,895. That is not 
the difference between you and the competitor? 

AG. Now 

2. Now at the present time your business is holding 
up well, I. think you said, and what you are worrying about 
is what might occur in the future? 

Be Thaw ss right: 

Q. That is primarily what concerns you? Have your 
F.0.B. orders held up also during the past two years or 
even increased possibly? 

A. Well, the total figures would be about comparative. 

@s “IN Vtnese figures. Nr. French, .that you.igive the 
Boardvyou ineludercertain fLreight’to Victoria; British 
Columbia? That is to your plant there? 

A. We have a small plant there, yes. 

Q. What do you make there? 

A. Cast iron furnaces, cheap boaltstoves and cheap 
camp ranges, ete. All of the better grade cooking ranges, 
heaters and that sort of thing are made in the Maritimes. 

Qe Just as a matter of curiosity, what would the 
object Nave been of setting up a plant. at» the other-end of 
the country? 

A. We purchased that in 1929 as we figured that to 
have a plant in British Columbia our products might sell 


better because the people would say: ‘Here is a home made 


article and we should support our own province’ - ‘sales 
staggering" you call it. 

MR. COVERT: Just one question I wanted to clarify. 
I was not sure of the percentages that you gave for the 
business you did outside of the Maritimes. I understood 
the first figure prior to this year was an averege of about 


71%. Was that correct? 
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A. The average for five years ending 1948 wes 71.3% 


outside. 


RD) 


And what was 1948? 
A. 1948 was 69.4. 


2. And have you any idea what the trend is now for 


| pbs oo tan Yes 

Q.: Then there was one other point. I understood you 
to answer Mr. EVans that you have an advantage over your 
competitor in the Maritime mark’et. Now what I wanted to 
find out was whether that was simply in distribution or 
whether that included also an advantage including your cost 
Of production which, I understand, includes your freight 
on the inbound product? 

Ae Seo, Our COSt Of production. on. account of -the 
increased freight would be higher than the Upper Canadian 
manufacturer's would be. 

2. You were asked, I think, if you had an advantage 
over your competitor. .in the Maritimes market. Now I would 
think that that would be axiomatic that you would have as 
far as the freight rate on distribution of your product is 
concerned the same as he would have? 

ae Ses, we have an advantage there the same as 
they have an advantage in Central Crnada. 

Q. What I wanted to find out was whether you had an 
advantage over your competitor in the Maritime market on 
your total overall cost of production? 

A. No, we would not have. 

Q. You would not have? 

A. We would not have an advantage. 

Q. Would not the nearness to your market overcome the 
increased freight cost, for instance, on your products or 


raw material end? 
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A. Well, you might look at it this way, that suppos- 
ing our costs were exactly the same F.O.B. our plents in 
the Maritimes as they are in Ontario, then the Ontario 
firms would have the disadvantage of the additional amount 
OC Lreieny on shipping their products in, but we outothat 
additional cost on the incoming raw materials and also the 
Upper Canadian plants are much larger plants and probably 
their costs, regardless of these conditions, would be lower 
than ours have been even though wages were the same. 

QQ. Can you telhme. just this.one thing, Mr... French, 
and that is; I understood that the freight rate increase 
has amounted to about $16,000. on your inbound materiels. 
Ls unary Prient. = Chat Js. che actual increase itself. Is 
that correct? 

A. The increase in the difference between our compet- 
itor in Ontario is about $16,000. In other words it was 
so many dollars before and it is now $16,000 more. 

®. -Wouldvit be an important item then to consider the 
percentage that thet $16,000 bore to your total costs of 
production? 

A. What was that? 

OM Le tne $16,000 an important percentage of your 
total costs of production based on present volume? 

A. Based on present volume it is not too great a 
percentage but as volume increases profits fall off very 
rapidly due to the increasing of overhead and it becomes more 
of a burden. 

MR. EVANS: It would not end at $16,000? 

A. No, but your percentage would go up. 

MR. COVERT: I was trying to find out whether that 
might not be one way of looking at the problem to see whether 
or not that was a very material factor in your cost. It 


seems to me it is the difference that is important. Is that 
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A. Yes, the difference is important and the amount 
of freight before these increases is more important now 
than it was before due to our wages being equal to the 
Upper Canadian. As I say, before our wages were lower than 
the Upper Canadian and that offset to a large extent the 
difference prior to. the increase. Now then, it ‘has that 
$L6,000-in it. 

Q. There is just one other point I wanted to clear 
up and that is - you refer to the page in the Maritime 
Transportation Board's brief that dealt with the comparable 
wages. I suppose to be truly comparable you would have to 
have comparable industries? 

A. Well, we have. 

Q. But what I mean is if you say "Take the leading 
industries in one province and get the average wage paid and 
the leading industries in another" - if the leading industry 
in one province was say a machine shop and in the other it 
was perhaps a fish plant, then perhaps they would not be 
truly comparable? 

A. No>, we are not so interested in comparing our wages 
with say a fish plant because they are not in competition 
with us but we are interested in a comparable business. 

When I compare Carleton Place competitors, they make the 
same kind of product we go and in comparing wages it is not 
average wages; it is so much per hour, so much piece work 
for the moulders, piece fitters, grinders, and so on. 

MR. BARRY: Mr. Evans asked you, Mr. French, if you did 
not have a compensating advantage in the Maritime local 
market over a manufacturer in Central Ontario. Now I 
understood you to say that your concern is not so much with 
freight on shipping finished products as it is with the 


raw material? 
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Q. So that any advantage you have under the 
Maritime Freight Rate Act would not be anything like 
your disadvantage on the incoming freight? 

&. No, not. at sald =o comparison atiall.« 

Q. The disadvantage on the incoming freight 
can you explain it to the Commission as to what 
percentage of the raw materials you use from the 
Soo? 

A. Approximately 90% of all our raw materials 
comes from Central Canada. 

Q. Is it all useable or is there some waste? 

A. There is quite a lot of wastage. 

Q What percent? 

A. In the matter of pig iron 40% wastage. 

2. On which you had paid freight? 

A reo. 

Q And on which the other manufacturer has not 
paid nearly so much freight? 

heat) NO 

Qe Hetissonly paying on finished produets? 

Aisa ees i 

Q@. So the compensating factor of the Maritime 
Freight Rate Act would not be comparable to the in- 
coming freight? 

Ke. eNO, nObweag xs 14 

MR. EVANS: When you speak of 90%, do you include 
fuel in the 90%? 

Bion eS. 

Oo. LT thought you got. your cil locally? 

A. Well our coal which is a small percentage of 
the total materials used comes from the Maritimes but 
our coke comes from Montreal and it is only a very 


small percentage of the whole. When I say 90% that is 
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quite true. 

COMMISSIONER INNIS: I wonder if you would care 
to express a view as to the effect of the Maritime 
Freight Rote Act on your business. Have you ever 
thought about that in a general sort of way? 

A. Well, it has been a help; there is no doubt 
about that. 

2. And that would be true of all similar businesses 
or all similar industries? 

Ph. Se 

Q. But you have never tried to work out the 
precise figures? 

A No, not figures, exact comparisons. 

MR. COVERT: Now Mr. Chairman, the next brief 
is that of the Canadian Food Processors Association 
and Mr. C. W. Robinson, K.C. is presenting the case. 

MR. PHIL RUSSELL ROBINSON CALLED 
EXAMINED BY MR. ROBINSON 

THE WITNESS: No relation between the two of 
us whatsoever. 

MR. ROBINSON: Mr. Robinson is Secretary Manager 
of the Cnadian Food Processors Association, Mr. 
Chairman. My intention was not to read from the brief 
because the brief has been filed but in my examination 
of the witness I may refer to certain paragraphs of 
the brief and then examine upon that. I think it will 
save time and bring it more to the point. 

Mr. Robinson, you are the Secretary Manager of 
the Canadian Food Processors Association? 

As That: ids) rient. 


Q. And I asked you to bring with you today a 
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list of members of your Association so that it may 
be filed. Have you that list? 

A, Yee siy. 

Q. Would you produce it please? I would like to 
file ae | 


A. Who would you like for me to hand it to? 


EXHIBIT NO.103.filedaby Mr. Robinson; List of members 


of Canadian Food 
Processors Assoc- 
Lation, 

MR. COVERT? 2 think: to start off, Mr. Robinson, 


we will have the brief taken as read into the record. 
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CANADIAN FOOD PROCESSORS ASSOCIATION 


The Cenadian Food Processors Association is 
a national organization. The members of this Asso- 
ciation operate food processing plants from Nova 
Scotia to British Columbia, and are engaged in the 
canning and processing of the foods covered in the 
report of the Dominion Bureau of Statistics entitled 
"The Fruit and Vegetable Preparations Industry in 
Canada." The output of these plants provides a 
continuous flow of essential food products to every 
distributive centre in the home market, and to 
Canada's export markets throughout the world. 

The ingredients and other finished and raw 
products, chiefly agricultural, used in the production 
of canned foods, are now drawn from every province in 
the Dominion, so that which affects the canned foods 
industry today affects Canada as a whole, 

In our industry, transportation is the largest 
single expense item and the cost of freight eats 
the delivered price of canned foods plays a most 
important part in the resale to the consuming public, 
Our products generally are distributed through whole- 
sale and chain store outlets, and then redistributed 
to the retail trade so that freight costs to these 
outlets is only one factor in the final cost of 
distributing the merchandise to the consumer. When 
transportation costs increase, the resultant higher 
consumer price discourages consumption and ultimately 
processor and carrier suffer alike. 

We quote the following from the latest report 
of the Dominion Bureau of Statistics - entitled "Fruit 
and Vegetable Preparations Industry in Cenada, 1947" - 


to indicate to you the volume of our business, and the 


ay 
N sie 


- et weit asking at adh 1 pew tsionas Riso | i i e 
os te vida oti te sveiitast wee 9 beatae: Kemet zh 


—_ 


its 7. 


( ® 
: we 58 
vas mesh was ope Lo s ante a oq 9002 ata has 
Ma oth the gerd ntooe oe | 
| | ent w1 beeewte wR cue ger doutod, ie: aoe. ad! 3 
BL te a: sihcaia' ir ¥ ‘ if ae 4 ; Pn Sy 7 i, “ , 
We : $= i} : e. & iY ie ¥ A a be oan 4 sey e * arts r f) _ 
wy eee +) | get ach See er cro SIPs Ore, th mz ba we ce Sai ‘wei =x 
hee Pete geen eae wc rvhe 46 : mat), 
s | | cA ; “6 = ri r) ia ? 
‘ oa! y ; : : ; | | 
ce  pottitee sogdagials os ueete’ aolmtet ads te ceed q 
f - a) he FRE ee ee 4 i a 
a ) . Pp) eM). : / fe i , ™ - i : 
; r. os - i Bye ey Pr , x . ‘acineet 
(ns ; nt ¢¢aewiel costtereqest alaatesgey Dae STs en 
\) anes * A eit Ss i 
. P Ps 
| | : ots "y 
| ‘ sebtyoud Memeo” oeatt: Ta sagt, alt « Rbee 
* i \ * : 
es une ie a tate a iy a 
it? i ore he WET yh a z Pong Pay rao Daa ee A e Prete aay RA 2G t% eavonnch n00 
TS a .-' a. 4 , : ee . 
3 da 
Pd, »F Pee gS gales [ Ht? BE BIRO st rduseteih i 
ay 
‘ - 
esrop? at: teotmrorts edediam dteSgre of spans 
. : Pie. i 
‘ . 
Bae re Py 09 fa ty ‘ he _— + ony Pore ayy y i ; 
es iat hee a 5 rf % 
; v + ‘ is Thy ,! 
: nit “4! 4 F ae oly a rad wae | | 
astioupow off Be Beas fated ivoita® Tienes, |, eroupeta, 
ride Cee ARO e wis i id ) | | | i 
B 
wet Gite t at 4 rie iy ts; ti "4 rt : atts be aA 3% ‘“ Be soit benase "te * 
te Pe il . My . Clie Bg ; yee at ; made whe 
HOS , atts esoatte fost Jans o& 02 ino? oud. | 
@ oh 7 r Pat va 
ms b , rs { is : . 
,alode 2 4 pada? adbpet hs ¥ Fane: “4 uaa soubat fy: . 
y “ y : he : Xie 4 " P 7 pe ¥ ij iy, 
jeaytal. sis 8h ie EARTH ODA AIS : a way ats Fere tC ite yy Wir ‘ee ; 
: n i‘ i . : - ; wi “ OR em - 
4 3 ‘ Ps : ; | 
: artyadme Fe hort se tees, ed? Hee cert, saequdae. ofgats 
iN j 7 ; ‘ i, ne ‘ 
reites abaeol. bennse Io aotaiq betavt feb erg ~ 
| . ! i oa 
i -obidug Sabagetod sad, at aiseet edvinh i ag tas dio * x 
| i } ae Var . a | We 
: vn \ 
ch ry | | 
y : «= & Y pag As iJ vee “ Lo WL H ney es Pi Bw f ‘ Ett its a % bey porte 1n0: itt ve 


: : | ‘ 
hie BS : EDs < o my bas .edoitie store aa atts Er van | ue 
. ay vty . i Be a ta: : ee AP ‘ao 

odd of adeoo Digiert sad? cs ehexd itss ot ott od 5 
moni My Ne / ‘Tepe ke 
Stan, Only one Ah Wotse no (41e at edolto * 
| aH ie a ema e my fh 


i ‘ f : f Hid n | . iy | 
ys a. eth canter nee sit 0 it ‘ae thes ai cihey eg a3 ts cat seabed: i : 


a 
4 
ies 
“, 
a 
~ 
~ 
a 
. 


“Th Oe 


it 


c S eviews a 
Lange, trad farpeart att Lae lens i on ‘ 


‘ange 
14 f - 


Pot e ie bate ate beowran 4/8 ap ni 


‘ 


- 7209 - Mr. Robinson 


important position it holds in the economic life of 
the country. 

A few of the major items covered by this 
industry are reported as follows: 


Canned fruits 7,009,510 doz.equivalent to approx. 
3,504,755. cases; 


Canned vegetables, 22,423,557 doz. equivalent to approx. 
11,211,778 cases; 


Jams, jellies and Marmalades, 117,112,635 lbs.equivalent 
to approximately 4,879,000 cases; 


Cenned soups and other lines of canned foods, 19,490,787 
doz. equivalent to approx.6,490,000 cases; 


Catsup and sauces, 28,760,126 lbs.equivalent to approx. 
1,917,340 cases; 


Pickles and relishes, 4,836,881 gallons equivalent to 
approximately 1,418,440 cases. 


The total value of all products produced, 
as covered by this report of the Dominion Bureau of 
Statistics, amounted to $152,712,901.00. Meximum em- 
ployment occurred in September when 30,769 persons were 
employed by the industry. Total wages paid amounted to 
$22,199,466.00. 

We contend that our industry is adversely af- 
fected by certain inconsistencies and anomalies that 
exist in the Canadian Freight Classification and desire 
to present our views under Section 2 (a) and 2 (b), and 
section 4, of the terms of reference found in P.C. 6033 
under which the enquiry is being taken by this Com- 
mission. 

The importance of canned foods in our everyday 
economy has been established for many years. The 
canning and preserving of foods, in time of plenty when 
crop yields are abundant, insures us against a shortage 
of foods in the years when crop failures occur. Also 
the scientific methods used in packing canned foods 


facilitates their transportation to distant markets, 
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reducing the risk of loss to a minimum, and offering 
a@ convenient and economical means of distribution to 
the consumer. 

Canned foods and allied lines have been accorded 
a fifth class carload rating in the Canadian Freight 
Classification No.19, C.T.C. 983, which is the same 
rating generally accorded manufactured commodities. 
Machinery was originally classified fifth class but with 
the elimination of cartage this traffic in carload lots 
was reduced to the sixth class rate; railway equipment, 
frogs, etc., =seventh class; vegetables, cereals and 
grains = eighth class; live-stock = ninth, and low- 
grade commodities such as lumber and coal - tenth 
class. Many of the above 8th and 10th class items 
move under special carload commodity rates. This 
general basis of carload ratings was established when 
the Classification was first published in 1884, 

We feel that over a period of years the lower 
eighth class carload rating accorded fresh vegetables 
has discriminated unfairly against our industry. The 
improvement in dry and cold storage warehousing 
facilities now makes it possible to bridge the off- 
season months following the growing season, and has 
resulted in competition from fresh vegetables that did 
not exist some years ago, 

Average canned food carloadings are much heavier 
than fresh vegetable carloadings and the risk of de- 
terioration, loss, and .damage is also much greater in 
the handling of fresh vegetables than it is in the move- 
ment of canned foods. 

We submit that the rate to be assessed should 


have a closer relationship to the value of the article. 
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For example, the weight of machinery in carloads 
averages from 24,000 to 30,000 lbs. and, in value, may 
equal many thousands of dollars. The same is true of 
many other valuable commodities, i.e., wearing apparel, 
drugs, and high priced groceries, etc, Machinery, as 
previously stated, carries a sixth class carload rate, 
and yet the cost of canned foods, which only averages 
approximately 8 cents per pound, is rated fifth class 
carload in the classification. 

It will be recognized that transportation costs 
are almost negligible as a factor when related to the 
value of machinery and life of the machine. In come 
parison, freight represents a substantial percentage 
of the delivered cost of canned foods as indicated in 
exhibit No. One, showing actual selling prices of 
representative items. 

These are factors which must be taken into 
consideration as there are many articles used for house- 
hold purposes, and manufactured articles of various 
kinds, on which the cost of transportation in the laid- 
down cost of the article is so small it can hardly be 
seen, Whereas, take as an example, on canned foods at an 
average of 8 cents per pound, the percentage of carload 
freight, on a movement from Toronto to Calgary, would 
be equivalent to 30% of the processor's sale price. 
Taking a higher priced article, even worth only $1.00 
per pound, and paying the same carload rate of freight 
of $2.40, the percentage of freight on the shipper's 
price in the same market would only be equivalent to 
2.4%, and even with the 20% which the carriers are now 
asking the board of Transport Commissioners to authorize 
these higher priced commodities would only be increased 


by an additional 4 of 1%; whereas the canned foods would 
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rise to 36% of the processor's sale price or a 6% 
increase. 

We submit the freight on high priced articles 
is such a low factor that it is hardly to be considered 
as being compelling or influencing or affecting, in any 
great way, the merchandising of sepeee whereas the 
Situation on low priced commodities is just the reverse. 

We also find the influence of the lower classi- 
fication given fresh vegetables reflected in the rates, 
and correspondingly in the minimum carload weights and 
earnings from B.C. coast terminal points, and also B.C. 
interior points to destinations in Western Canada. We 
are attaching exhibit No.Two, indicating the advantage 
that fresh vegetables enjoy over canned vegetables and 
allied lines. We are also attaching exhibit No.Three, 
showing a comparison from Southern Ontario to Western 
Canada, and the minimum weights and earnings on canned 
fruits and vegetables versus fresh fruits and vegetables 
in carloads from Southern Ontario. 

We refer to the statement of the Freight Claims 
Division of the Association of American Railways for the 
calendar year 1948 in further support of our contention 
that the value of the goods principle does not receive the 
consideration that it deserves in Canadian Freight classi- 
fieation. Total claims paid in 95% of the United 
States, Canadian, A Mexican mileage, amounted to 
$135, 390,664.00. Fresh fruits and vegetables accounted 
for 15.2% of the total, whereas food products not otherwise 
specified which would, of course, include many other high 
priced grocery items not included in our application, were 
responsible for but 5.7%. 

According to the Interstate Commerce Commission 


Btetement No.¥8100, 1,024,192 refrigeretor cars were Ten 
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quired during 1947 to handle shipments of fresh fruits 
and vegetables. In comparison, canned foods moved 
during the same period in refrigerator cars only to 
protect contents against freezing, in 415,693 cars. 

It is interesting to note from the same statement that in 
fresh fruits and vegetables the average loading in tons 
per car was 17.37 tons, whereas it was 28.94 tons per 
car for canned foods, or 60% heavier. While these are 
American figures we believe we are safe in assuming 
that the same relationship in the average tonnage per 
car exists in this country. 

It is interesting to note here the remarks of 
Commissioner McCaffey of the Interstate Commerce 
Commission, in the Western=-Southern class rates 266, 
140. 0a534 . 

"Transportation of class traffic has changed 

vastly since this system of rates and classi- 

fications was devised. Motor transport has 
become important and has taken much of the 
business. Instead of attempting to meet 

this competition by rate reductions 4s such, 

or by all commodity rates available to a 

limited class of shippers, and forwarder 

operations, it is my view that what is required 
is a thorough revision of the entire basis of 
rate making on this traffic. Such a revision 
is only delayed by further attempts to patch 

up out-moded structure." 

Grain is classified 8th class and carried at 
special commodity rates, when processed for human 
consumption many of the processed products, notwithstanding 
their enhanced value, such as cereals, flaked or shredded, 


toasted wheat, oats, rice, all puffed, and rice rolled 
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and toasted, together with flour, including biscuit, 
cake, pancake, all of which have added ingredients, are 
carried at the same as grain classification or lower, 
where special grain rates are in effect. On the other 
hand, fresh vegetables take Eighth Class when shipped 
as fresh vegetables, but when processed and canned 

they are raised to Fifth Class carload. 

It is submitted that this division is inconsistent 
and unjust and that the farmer or grower of fruits and 
vegetables should be entitled to the same consideration 
on the marketing of his processed products as that 
accorded the grain grower. 

We maintain that the classification should be 
revised in keeping with the many adjustments in prices 
that have taken place during and since the classification 
was instituted. It may be said that the comparison of 
the relationship of the prices and the values as they 
exist of commodities with their classification in the 
Canadian Freight Classification has reached a point 
where true value of the commodities is not taken into 
consideration in classification carload basis. Even 
a casual inspection of the classification will bring to 
our mind the pyramiding of prices and values from 200% 
to 300% that have taken place in many commodities since 
1939.0 

We realize that the railways cannot be expected 
to revise the classification to meet the rapid shifting 
of business conditions as they occur, but we know now 
that the cost of production will prevent many commodities 
from returning to anything approaching their former value 
or price level. The farm product prices index in April 
of this year reached 224.5 and the Dominion food index 


199 .5. The average index of canned soups stood at 
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140. despite the fact that agricultural products are 
the main ingredients used in their production. 

Special commodity rates which were established 
by reason of other forms of competition and continued 
during the war years under ceilings imposed by the 
W.P.T.B. offered us relief from the onerous imposition 
of class rates as provided in the classification. How- 
ever, the removal of price ceilings and almost immediate 
increase in rates allowed the railways under the 21% 
rate case, and subsequently a further increase of 15% 
in competitive commodity rates, removed almost entirely 
any advantages received by the canning industry, and 
has resulted in increases of almost 100% in rates to 
some markets. Carriers claim these were depressed rates 
but it should be kept in mind that delivered prices 
were constructed on these rates and, in common with 
the railways, were also held at a level under price 
ceilings that permitted only the closest margin of 
Droit. 

When the ceilings were removed, the public 
had already become price conscious, which precluded 
any opportunity to improve our position. In addition, 
those close to the industry know that public reaction 
can be quick and sharp when canned food prices are ad-= 
vanced beyond a certain level. 

Our problem then, to a degree, parallels that 
of the railways and substantiates the basis of our 
appeal to the extent that if we are to maintain our 
volume, lower prices, and meet outside competition, then 
we must have a classification of rates consistent with 
the burden which the products we merchandise nationally, 


and export to the world markets, will bear. 


We feel that the whole burden of transportation 
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rates and tolls should be more equitably distributed 
and suggest this can be accomplished if commodities 

of @ permanent nature and relatively high value carry 
a classification that more accurately reflects their 
true position in the general movement of traffic. 

We are not critical of the railway policy in this 
respect. Price ceilings imposed on their rates, and 
more recently the hearings before the Board of Trans- 
port Commissioners and the present inquiry, may have 
prevented any contemplated action they intended to ini- 
tiate. 

In conclusion, we are strongly of the opinion 
that this Commission should recommend the entire 
revision of the Canadian Freight Classification creating 
additional classes somewhat similar to practice employed 
by the Official Classification in the United States, 
and such revised Classification give greater consi- 
deration to the factor of the value of goods and the 
liability assumed by the carriers in transportation. As 
we have pointed out, it is most inconsistent and un- 
reasonable that articles of more permanent nature, value, 
risk and liability, are carried by the railways on the 
same or lower basis, as many other low-priced commodities, 
including the products of our Association. 

All of which is respectfully submitted by: 


Canadian Food Processors 
Association. 
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MR. ROBINSON: Thank you Mr. Covert. This 
list of members which has been filed as Exhibit 103 
I have added them up and I make it 84. That is 
correct. ts8.i37? 

A.» That is conrect. 

Q. These 84 members I notice amongst the names 
are leading firms in this branch of business such as 
C.mpbells Soup Company Limited, C*nadian Canners Limited, 
H. J. Heinz Company of Canada Limited, Libby McNeill 
& Libby Canada Limited and Stokley Van Camp amongst 
those 84. Could you tell me amongst the members of 
your Association what proportion of fruit and 
vegetables and allied products is processed by your 
members in Crnada during the year? 

Ae vuvecws recenvly sent that same dist ior 
members to the Dominion Brueau of Statistics and 
asked them to please report to me what percentage of 
the total dollar volumes of sales of the industry is 
covered by our members. The reply is 78.9%. 

Oo mwico that an this ‘prief of the Canadian Food 
Processors Association you are speaking to close to 
80% . food producers ,close to 80% of all the processed 
food, vegetables and allied products in Canada? 

AS PiuInatyd S, comrecks, 

Qu That 46 211 2 have to.ask this. witness, Mr: 
Chairman. 

THE CHAIRMAN: Mr. Covert, are there any questions? 

MR. COVERT: No sir. 

MR. ROBINSON: Thank you Mr. Robinson; I will call 


Mr. Caldwell. 


(Page 7220 follows) 
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W. R. CALDWELL, Called. 
MR ROBINSON: Mr. Chairman, before I examine 
this witness, I might say that I have received two letters 
which I should like to file as exhibits; they are very 
Short. I am filing them for the purpose of indicating 
the support for this brief. | 
There is a letter from the Canned Foods Associa- 
tion of British Columbia, addressed to myself, which reads: 
"Dear Sir: 
"Mr. P. R. Robinson, Secretary-Manager of the 
Canadian Food Processors Association has suggested 
that I write you. direct pointing out that the follow- 
ing motion was passed at a general meeting of this 
Association held in Vancouver on October 7th, 1949. 
'It was regularly moved, seconded, and 
agreed: 
THAT this Association support the brief submitted 
by the Canadian Food Processors Association to the 
Royal Commission on Transportation on August 3lst, 
1949,! 
"Tf there is any way in which you can inform the 
Royal Commission on Transportation of the above motion 
it would be very much appreciated." 
fugust 31st, 1949, as mentioned there, is the date of 
tne brief; it is ‘dated as filed. That is from the 
Secretary-Treasurer of the Canned Foods Association of 
British Columbia. 
Then there is a further letter, dated November lst, 
1949, addressed to myself, from the Secretary-Treasurer of 
the Canned Foods Association of Ontario: 
"Dear Mr. Robinson: - 
"This will advise that the Transportation Com- 


mittee of the Canned Foods Association of Ontario 


Pie rt 4 ie 
pnisarr el B99 


bo kgoe OF 


- 7221 - Mr. Caldwell 


wholeheartedly endorses the recommendations con- 

tained in the brief which is being presented to the 

Royal Commission on Transportation by the Canadian 

Food Processors Association. 

Yours faithfully, 
(Sed) S. P. McCandless 
Secretary-Treasurer." 

1 should like to file those, Mr. Chairman, as 
exhibits, the purpose being, of course, to show that these 
Associations in these two provinces, which between them 
produce the majority of the processed food in Canada, are 
in agreement; in other words, this is not a sectional 
matter; we are speaking for the canned food processors 
throughout Canada, and central Ontario and the west coast 
are in agreement on the matters that are submitted here. 

MR COVERT: Mr. Chairman, I was going to suggest 
that, since he has read them both into the record, that 
Will be. sutficient, rather than filing them as exhibits. 

THE CHAIRMAN: They have been read now. 

MR ROBINSON: I am quite satisfied to accept 
that suggestion. 

EXAMINED BY MR ROBINSON: 

Q: Mr. Caldwell, you are the Traffic Manager for 
Canadian Canners Limited, and you reside in Hamilton? 

BU Thet is eign. 

Q. And how long have you been with Canadian Canners 
Limited? 

A. Well, with the Canadian Canners and Dominion 
Canners, their predecessors, thirty-four years, going on my 
thirty-fourth year. 

Q. And how long have you been Traffic Manager? 

As Thirty-four years. 


Q. Canadian Canners, including the western subsidiary 
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in British Columbia, have plants in Ontario, Quebec and 
British Columbia? 

A.) “AaciNova wecotila. 

Q. And Nova Scotia. So that your company has plants 
from coast to coast? 

ih TAY ee.) sr, 

Q. Do you know offhand how many plants you have 
operating? 

A. Oh, I would say offhand about fifty or sixty. 

Q. About fifty or sixty plants. Then as to your 
qualifications, I understand that you are a member of the 
Transportation Committee of the Canadian Food Processors 
Association? 

Rin ohaG ue Perens. 

Q. And that you are a member of the Advisory Council 
on Traffic Management for the LaSalle Extension University 
of Chicago? 

Re Phatvorerriens, 

Q. I should like to deal with the brief; and you have 
a copy available, Mr. Caldwell? 

HEPES INSET: 

2. ~L should like to deal with a statement made in 
the last paragraph on page 2, starting the fifth line from 
the bottom of the page, which states: 

"Canned foods and allied lines have been 
accorded a fifth class carload rating in the Canadian 
Freight Classification No. 19, C.T.C. 983, which is 
the same rating generally accorded manufactured com- 
modities. Machinery was originally classified fifth 
class but with the elimination of cartage this 
traffic in carload lots was reduced to the sixth class 
rate; railway equipment, frogs, etc., - seventh class; 


vegetables, cereals and grains - eighth class; live- 
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stock - ninth, and low-grade commodities such as 

lumber and coal - tenth class. Many of the about 8th 

and 10th class items move under special carload com- 

modity rates. This general basis of carload ratings 
was established when the Classification was first 

published in 1884," 

Now, you assisted in the preparation of this brief? 

Ag oThatcisrrignt. 

Q. And you have checked, have you, as to the classi- 
fication of these items that I have referred to in this 
paragraph? 

Ae) GYesgnsins 

Q. Could you give the reference on machinery, 6th 
class? 

A. Machinery is classified as per page 165 to 175 
inclusive of the Canadian Classification, No. 19, C.T.C. -- 
that is the Canadian Transport Commission number -- No.983. 

MR COVERT: Mr. Chairman, I do not want to inter- 
mupb, buteitedis for the purpose of shortening things. 
Counsel for the railways inform me that it couldbe admitted 
that those were all correct as to classification, I believe 
with the possible exception that all vegetables do not come 
within the 8th class. I think, if they are trying to estab- 
lish, for instance, that machinery was originally classified 
5th class with the elimination of cartage, that is correct, 
and there is no need of proving it further. 

MR O'TDONNELIs It as not all) correct) the Wwayrit is 
stated; there are differences and distinctions, but generally 
Speaking 1% is correct, 

MR SINCLAIR: Generally speaking the facts are 
correct, as to cereals and grains, it all depends how you 
define it. On the general basis the statements are correct. 


THE CHAIRMAN: As I understand it, this submission 
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consists of the expression of a desire to have some 
classification changed in respect of certain commodities; 
is that what it is? 

MR ROBINSON: Not necessarily, Mr. Chairman. The 
purpose of the submission is to show that in this particular 
industry, the processing of food, there is an anomalous 
position in our classification; our purpose in showing that 
clearly and bringing it to the attention of this Commission 
is to suggest to this Commission that it ts indicative of 
the outmoded and antiquated system of classification. In 
other words, we submit that it is within the powers of the 
Commission, and one of the objectives is to suggest possibly 
a revision, of the scheme of rates... So our purpose is to 
Show here in a clear way that this is an anomalous and dis- 
ecriminatory matter, and our case we think that it follows 
through, as in other cases, and our submission will be, 
rather than put another room on the house you may have to 
tear the house down and build a new one, in effect. That 
is the purpose of the submission, and I think it comes most 
directly within the terms of reference. 

THE CHAIRMAN: I do not say it does not -- a 
matter of guidance, I suppose, to the Board in making a 
revisions: but as a matter of fact has an application by 
your people ever been made to the Board of Transport Com- 
missioners on this very point? 

MR ROBINSON: My understanding is, not by this 
Association. . I went into that too, and I was advised Mr. 
Caldwell can speak to it, that in certain past cases -- he 
mentioned one of the Town of Simcoe, in which Canadian 
Canners are interested, where the Board felt, because such 
a condition and such a rate structure has been in existence 
for so many years, that, although there might be considerable 


merit to the suggestion that it was discrimination, their 
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position was such that no relief could be given; Mr. Cald- 
well can speak more particularly to that -- in other words, 
that the Board has sort of been bound by a practice which 
has grown up, which burden this Commission does not have. 

MR SINCLAIR: Could you give us the name of the 
case? 

THE WITNESS: The Town of Simcoe, the Board of 
Trade, asking for a schedule "A" basis, the standard -"A", 
so that they would be accorded the same rates as other town 
tavifis....in the town tariffs: 

MR O'DONNELL: That is a different rate,though. 

THE WITNESS: It was before the Board on differ- 
ent occasions, 

MR O'DONNELL: But the matter of the classifica- 
tion; has your Association ever applied to the Board of 
Transport Commissioners for a change in the classification 
that you were suggesting should be made? 

THE WITNESS: In 1915 in the 5% case we asked 
that the same consideration be given to canned vegetables 
as on fresh vegetables, 8th class rate. 

MR O'DONNELL: The Board's last general order 
governing classifications is No.562, dated May 13, 1937. 
Has your Association at any time since then made a request 
to the Board. of Transport Commissioners to exercise the 
jurisdiction which I understand is theirs to change the 
eiacsification if. it were proper. so to do? 

THE WITNESS: As a matter of fact, we did not 
think it was worth while, for this reason, that on previous 
occasions when there has been old-established practice 
there we never got anywhere at all, in the case of the Town 
of Simcoe for the reason that the basis and the structures 
have been in effect for years and they should not be changed. 


MR O'DONNELL: Yes, but the case of the Town of 
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Simcoe, as I understand it, was a matter whereby you 
requested a different rate and not a change in the class- 
ification, and all your brief deals with is a suggested 
change in classification of canned goods. 

THE WITNESS: Well, not only that, but for the 
reason in connection with the Commission, in so ; far as the 
terms of reference ‘there, for the purpose of any incon- 
sistencies that might exist in connection with the tariffs 
or classifications. We have felt, so far as the Association 
is concerned, that, the thing of course being of national 
Scope, it is something as to which the Board of Transport 
Commissioners in the first place, considering the fact that 
it has been in effect since 1884, should have an oppor- 
tunity of being instructed by this Commission, calling for 
&@ proper revision of the classification. They have under- 
taken similar revisions of classification in the United 
States, but there has been no move here. 

MR O'DONNELL: Why didn't you ask them to do it 
here? wiThat is my point, 

MR. ROBINSON: Is not the answer that the Board 
itself is standing adjourned, as I understand it, awaiting 
the report of this Commission before considering certain 
matters now before them? Surely this is before them. If 
we are complaining about a certain matter, rather than 
g0 to the Board of Transport Commissioners at this time, 
when we know that the Government has appointed this Com- 
mission for the specific purpose of bringing in a report 
and recommendations, this is before them, and the Government 
will implement the report of the Commission. It seems to me 
this is the time and place to make the submissions, because 
the recommendations of this Commission, implemented by the 
Government. and transmitted to the Board of Transport Com- 


missioners, will, we hope -- and we hope that our hopes 
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will not mislead us -- give us some relief. That is 
the purpose; that is why we are here. 

MR. O'DONNELL: The only thing I might say 
to that, Mr. Chairman, is -- I do not want to prolong 
the discussion -- the closing paragraph in the powers 
of the Commission under the reference state that matters 
which are within the exclusive jurisdiction of the Board 
of Transport Commissioners are not to be interfered 
with here, and -- 

THE CHAIRMAN: Not matters; functions. 

MR. O'DONNELL: Functions, yes; and the Board 
of Transport Commissioners has the express power, I 
think, under Section 322, possibly among others, to deal 
with this matter, and no request was ever made by the 
Association. 

THE CHAIRMAN: But I suppose Mr. Robinson has 
in view this, that we are instructed specifically to 
review the Railway Act with respect to such matters 
as guidance to the Board in general freight rate revision, 
among other things. That is what you have in mind, is 
it not? 

MR. ROBINSON: Yes, my lord. 

THE CHAIRMAN: Now, bearing that in mind, is 
there anything in your brief that comes within our 
purview? 

MR. ROBINSON: Yes. You were referring to 
paragraph 2(b) of P.C. 6033. 

THE CHAIRMAN: Yes. 

MR. ROBINSON: There is also paragraph 4. 

THE CHAIRMAN: What I mean is this: the thing 
is possible, but for the present I do not imagine the 
Railway Act, which says certain commodities shall be in 


certain classifications -- that is right, isn't it? 
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MR. ROBINSON: Yes. 
THE CHAIRMAN: It will always be a matter for 
some body to deal with, the Board preferably, but as a 
matter of guidance, as a matter of principle, have you 
anything to suggest that we ought to recommend? 

MR.ROBINSON: Yes, we have, definitely, and 

that is what I intend to deal with. 

THE CHAIRMAN: “That is the point. What is it 

you want us to recommend in connection with your case? 

MR. ROBINSON: Well, I was going to refer to 

a paragraph on page 3 of the brief, the paragraph starting 
about halfway down the page: 

"We submit that the rate to be assessed should 
have a closer relationship to the value of the 
article. .Por example, the weight of machinery in 
carloads averages from 24,000 to 30,000 lbs. and, 
in value, may equal many thousands of dollars. The 
same is true of many other valuable commodities, 
1.e., wearing apparel, drugs, and high-priced 
groceries, etc. Machinery, as previously stated, 
carries @ sixth class carload rate, and yet the 
cost of canned foods, which only averages approx- 
imately 8 cents per pound" -- it is actually 
less than that -- "is rated fifth class carload in 
the classification." 

So that is one fundamental submission, that in making 
tariffs the value of an article has been lost sight of. 

Another submission is that the risk position 

of the article -- as for instance carrying a case of 
canned goods from Hamilton, Ontario, to Winnipeg packed 
in corrugated boxes and individually in cans -- the 
risk should be much smaller than, for instance, taking 


a carload of shredded wheat or puffed wheat or similar 
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articles out there, and yet we are paying fifth class, 

we are classified fifth, and they are classified eighth, 
yet the risk to the railway as far as claims are concerned 
is much higher on the article which is paying the lesser 
amount. So there are two Beare tons there, the value and 
the question of.loss, both of which we submit should be 
fundamental in a rate structure, and we say that that 

has been lost sight of and we think we can show through 
Mr. Caldwell the specific instances to indicate that to 
this Commission. 

Have I answered you, Mr. Chairman? 

THE CHAIRMAN: Yes; there may be some principle 
involved. Of course, we want to hear you, just to see. 
The reason why I raised the question was this: the more 
recent your application to the Board for consideration, 
the more useful the case would have been to us here. 

Now, I understand from what has been said that you have 
not gone to the Board at all in recent years; is that 
right? 

MAYeROBINSON: f-understand that is so, but I 


am also instructed that the Ontario Canned Foods Associa- 


tion did make an application and intend to submit evidence 


before the Board of Transport Commissioners somewhat along 
this line -- they will certainly refer to some of these 
principles -- and that stands adjourned, as other matters 
do, as I am instructed, awaiting the report of this 
Commission, so that in effect they as an association 

have raised the position or intend to; they have left 

the way open, but standing over, believing the over-all 
picture of the Canadian Association should go to this 
Commission so that it may be dealt with and kept in mind 
in any recommendations made. 


THE CHAIRMAN: Q. Well, I do not know offhand 


eax “teak oe 
bis SEY eee 


Lich i aaa aa 
rer ie bo Cig at a diaie 


5 ik SED ee Sek ee Relies yeas io 5% ‘eid bee, a! 
wild Be disseavi ner ak | 


iSyatsbiisn 2.09 


; one 
\ eee, bay 


ere See 
avi: ky; Nery tai 


ot 


“yee A f. y a? 


75 - es 


ae TS penal 
iS fees metre 


? edt beelet avd 4 
bs mein site , e900 ew ‘pret 
“er OS “, ts 


2 old 30 — ok 


7” Orns 


a i oth 


- 7230 - Mr. Caldwell 


just what points are reserved by the Board pending the 
report of this Commission, but, in any case, the position 
is this, that this is a matter over which the Board has 
complete jurisdiction today. 

MR. ROBINSON: On the fixing of the rates. 

THE CHAIRMAN: Yes, on the settling of classifi- 
cations. 

MR. ROBINSON: I am so instructed. 

THE CHAIRMAN: But you say that hitherto in 
respect of your particular commodities they have followed 
some wrong principle in classifying you. 

MR. ROBINSON: Yes. 

THE CHAIRMAN: And that should be cleared up 
by some amendment to the Railway Act? 

MR. ROBINSON: Yes, or some recommendations 
from this Commission to that effect. 

THE CHAIRMAN: All right. 

MR. EVANS: May I just say one or two things 
about that? 

THE CHAIRMAN: Yes. 

MR. EVANS: It strikes me that my friend is a 
little inconsistent. He has in his opening statement 
suggested that one of the things he is asking this Com- 
mission torecommend is a complete overhaul of 
the classification. Now, I just offer this observation. 
I do not want to obstruct my friend, I do not want to 
prevent him from being heard, but there is this 
observation which I think will be helpful. The classifi- 
cation, in my humble submission, would involve a great 
deal more consideration than the presentation of evidence 
with regard to one class of commodities. To suggest that 
the whole classification may need overhaul merely be- 


cause one class of commodities may not be classified to 
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suit the industry, to my mind is a quite inconsistent 
suggestion, and I suggest that if it were done, for 
your Commission to have to understand the need or lack 
of need for overhaul of the classification, we would 
be here for many months, because there is no more 
involved and difficult subject than that. 

Now, the other thing that my friend said was 
that he thought that your Commission might make a recom- 
mendation that the value of abeoe ae be given greater 
weight in the classification of commodities. Well, my 
suggestion is that if you are to determine whether in 
a given case or as a general principle the value should 
bear a greater relationship than heretofore in the placing 
of commodities in the classification, one has to measure 
not only the changes in the matter of value, but all of 
the other aspects that are dealt with in considering 
classification questions. 

I just put those observations in the hope that 
they will be helpful, because if there is any suggestion, 
as I understood my friend to make, that the Board has 
in any judgment said that it felt precluded from making 
changes in classifications because of the long standing 
of the particular commodity in that class, I would like 
to have a reference to it, because I do not recall any. 

I do not think the Board has ever taken the position that 
because a commodity may be classed in one particular class 
for a number of years it will not hear cases and hear argu- 
ment with a completely free mind to justify a change in 
that. I myself have appeared in a few cases where the 
Board has changed the classification of commodities. One 
of them happened in recent years to be one of my friend's 
clients; the Stokeley Van Camp Company got processed or 


semi-processed dried beans changed from one classification 
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to another. Now, I suggest that if my friend has that 
kind of decision he ought to produce it; it would be very 
helpful. 

THE CHAIRMAN: On another point, Mr. Robinson 
has told us that the Board has adjourned the decision of 
a certain part of a recent application pending the report 
of this Commission, and that his case is one of those 
that comes under what I might call the adjourned portion 
of the application; is that right? 

MR. EVANS: I think what my friend has reference 
to is probably the fact that the Board has not proceeded 
with the general investigation into the rate structure, 
but I fancy that my friend has made‘a submission in that 
connection to the Board which he assumes will not -- 

THE CHAIRMAN: No, no. I think the reference 
is not to that; I think the reference rather is to certain 
portions of the application recently made by the railways 
to the Board for increases, and in that Judgment, as I 
understand it, the Board has said, "Certain things we 
are not going to decide now; we are going to wait until 
this Royal Commission has reported. "Isn't that right, 
Mr. Robinson? And you think that among those postponed 
questions this question of yours will arise. Is that 
what you said? 

MR. ROBINSON: I said, Mr. Chairman, that no 
representations had been made by the Canadian Food 
Processors, but that I was advised that the Ontario 
Association had filed material under which they could 
come in before the Board of Transport Commissioners. 

Q. Mr. Caldwell, can you clarify that? 
A. That is perfectly true. We had a certain length 
of time in which we understood that the Canned foods 


Association had to file an application in connection with 
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discrimination and other features and 2lso in connection 
with classification, that we thought there should be some 
revision of the classification and also some consideration 
should be given to according a lower basis on canned 
vegetables, considering the fact that fresh vegetables 
were carried at an 8th class rate, and that was filed 
and is at the present time on file with the Board, and 
my understanding of it is that the Board is not going to 
proceed with that general investigation until this Board 
eoncludes 2%s hearing... Gur idea sin this ‘particular 
application was that consideration should be given to 
the fact that it is such a nation-wide thing, in other 
words that the Board be instructed to review the whole 
of the classification, and then possibly we would be 
able at least to have the matter given some considera- 
Gaon. | 

MR. O'DONNELL: Q. Your submission was filed 
in connection with the general freight inquiry which the 
Board was ordered to carry out under Order in Council 
Pati. 187? 

A. It was filed with the Board of Transport Com- 
missioners. As a matter of fact, it was filed before it 
was filed here, and then we were advised that it would be 
well to submit that matter to this particular Commission. 

THE, CHATRMAN?: » (QQ. “You: say itewas decided? 

Ay. it-wasedecided, wes, sir. 

Qs). By yourselves? 

A. We thought under the terms of reference that the 
matter was to be dealt with here. 

THE CHAIRMAN: I just wanted to know that. 
There must have been a misunderstanding. I thought 
Mr. Robinson said at the beginning that the Board had 


adjourned consideration of matters of this class under a 
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recent application, but evidently I am wrong about that. 

MR. ROBINSON: I am sorry. I did not mean a 
particular or specific application; I meant in the general 
matter, 

MR. O'DONNELL: Might I just ask Mr. Caldwell 
this: 

Q. Do you say, Mr. Caldwell -- I did not hear the 
last remark you made to the Commission -- did you 
indicate that the Board of Transport Commissioners told 
you that they would not proceed with an inquiry into 
this. classification? 

A. My understanding was, according to newspaper 
articles, that the matter of the general investigation 
of Ireight rates was not to be started by the Board of 
Transport Commissioners until such time as this Commission 
had concluded its findings. 

Q. But you never had any advice from the Board to 
that effect? 

A. No, no, I never got any. Well, we haven't heard 
anything further from them, that is all. 

THE CHATRMAN?S” ALL right, go on. 

MR. ROBINSON: Q. Mr. Caldwell, in your brief 
on page 3, the last clear paragraph, the last sentence, 
you say: 

"Tn comparison, freight represents a substantial 

percentage of the delivered cost of canned foods as 

indicated in exhibit No. One, showing actual selling 
prices of representative items." 
Now would you turn with me to Exhibit No. 1 of the brief? 

Pt) oes Ss 

Q. Which is immediately after page 7. By the way, 
there is one correction there: in the fifth line from 


the end, "Peaches, fancy", in the fifth oolumn over, 
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instead of $5.00 it should be $5.20, and the percentage 
on the end of that, instead of being 13.1, should be 
13.7. Now, subject to that correction, Mr. Caldwell, 
did you check the selling prices? 

A. I checked those selling prices with our own 
sales department. 

Q@. So that these are sales prices covering the 
period indicated, and you have verified through Canadian 
Canners Limited? 

hs That is correct. 

Q. Having reference to the value, in the outside 
column, taking the first item, golden wax beans in 20- 
ounce cans, showing a value per pound of 8.2 cents, 
TUsteto vail oeen. orice Taccory, is it? 

Coot neuro T.O.p. tac tory, shinping pols. 

Q. So that to that price freight would be added 
necessarily? 

eS iors nm ae 

Q@. Then, taking the case of shipping a carload 
of canned goods to Calgary and Edmonton, what is the 
rate say from an Ontario point? 

A. Well, the rate prior to October lil, 5th class 
carload rate, was $2.40, I believe. 

Q. From where? 

A. From Ontario or 2uebec, around Montreal. 
Q. To Calgary and Edmonton? 

Bs Let 

Q. Was $2.40 a hundred weight? 

AS aces Sea 

Q. So that that would be 2.4 cents a pound? 

Ae Th Ge ei 

By Now, am I correct, that in working out this 


schedule, ‘taking beans, for instance, which happens to 
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be the first line, you are dealing with 20-ounce cans? 
M+ -Xeow ear. 
Q. And you show in your fifth column that the 
sales price was $3.00 per case? 
That is right. : 
That is a case of 24 cans? 
That eso rieht. 


And then you show your weight as 36-1/2 pounds? 


po ee ee a 


tet is) Pien te 

Q. Would I be correct in taking 24 cans weighing 
36-1/2 pounds, dividing it, that it would be a pound and 
a half to a can, approximately? 

Me ILe5,. Juev approximately. 

Q. So that, taking that out to your value per pound, 
say in beans, 8.2, that would mean a can would be 12.3 -- 
that is, 4.1, one and a half times that? 

A. With the freight added, plus the selling price. 

Gwe Sines Wer theyi co. price, 12.3, to. Whiten Bretenr 
Woo “pe added; “am F-correct’ in that? 

rere That: ese riehs:. 

Q. Then the freight from Ontario to Calgary and 
Edmonton at 2.4 cents a pound, I make that 3.6 cents a 
can? 

mouihat LS raen te 

O.. ooVchat aycan thst would sell for 12.3 ¢ente 
from the factory, the freight to carry that out there is 
3.6 cents? 

Me “hac is -rignt, 

Q. Have you worked that out to a percentage of the 
freight over the actual processor's sale price? 

A. I think I worked it out at somewhere around 
28 or 30 per cent. I have not just got the figure here, 
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MR. ROBINSON: I won't be taken to task for 
leading. I worked it out at 33 per cent, and my friends 
can check me if I am incorrect. 33 per cent would have 
to be added to the laid down processor's cost to the 
wholesaler to carry the at oie out there. 

Qe,  Uiern, looking at your last column, Showing the 
various values per pound on these representatives articles, 
fruits and vegetables, have you checked out the average 
there on that last column? 

A. Well, adding them all together and dividing them 
by the number of items, it works out to about 7.29 cents 
per pound. 

Q@. About 7.29 cents per pound as the processor's 
Sale price to the wholesaler on this representative list? 
That iis correct? 

DA Tee as TEI s 

Q. Then I am not going to deal with all these items. 
There is only one other item I would like to deal with 
here, because I am instructed it is one that is very 
widely used: tomato juice, in the sixth from the botton, 
fancy; fancy, Il’ understand -- is that the best grade? 

A. They are graded from the government regulations, 
fancy, choice and standard. The best grade is fancy, 
the second is choice, and the third standard. 

Q. That is not your own -- 

A No, those are government regulations. 

Q So that we take fancy as the top grade? 

Ee, Ves SATs 

Q On 20-ounce tomato juice, as I read this, a case 
Peoe? 80? 

e Thet is rignty. 

O:. That is 24 cans? 
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Q@. Weighting 36 pounds, and we get 5 cents a pound? 

As . LhepoLs Pies. 

Q. Now, there is another article here; I notice one 
article there of pumpkin, which is a larger one, 28? 

Ao ite Ge be patent. 7 

Q. Have you worked out any figures to show the 
percentage relationship of the freight on pumpkin, that 
is, to lay down pumpkin in Calgary and Edmonton costing 
4.2 cents a pound to the wholesaler? Have you worked 
out what the cost of freight would be on taking that out? 

A. Well, that would be equivalent to 28 cans or 
equivalent -- 24 cans to the case, or equivalent to one- 
half of the 12 cans, which would reduce it to 26-1/2, 
and a fraction, by the time you got the 2.4 cents a pound, 
the same as we worked out there before, would be equivalent 
to about 5 or 6 cents a can. 

Q@. And, taking 4.2 cents a pound, a can would work 
out to what? Around 10 or il cents? 

fe Yow mean Tec.0, Snapping point? 

L232 


; Wee, jarouna there, 


Q 
A 
Q. And you are paying a 5- or 6-cent rate? 
Re eb Le Lent. 
Q@. To take that to Calgary? 
A Tee. 

Q. Now, there was a statement made earlier about 
vegetables and certain things getting an 8th class rate. 
We have golden wax beans in this category in the cans. 
Can you give us any information on the classification of 
fresh wax beans and fresh asparagus, the rate that is given 
to them? 


QA. Well, under Canadian Pacific tariff No. W-22-B, 


C.T.C. No. W-4016, on page 65, the classification is 
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practically removed from the Canadian classification 

and inserted in this freight and vegetable tariff, which 
includes practically all lines of vegetables here at 

8th class rate, includes asparagus and beans not dried, 
beets, brussels sprouts, cabbage, carrots and tops, 
carrots, cauliflower, celery and Chinese vegetables, all 
at 8th class rate. In addition to that there is corn in 
husk and many others, many of these-items here, although 
they are right in the 5th class in Canadian classification 
No. 19, and possibly*carried here in eastern Canada, on 
the other hand there are many in the Canadian classifica- 
tion that are accorded the 8th class rate. 

Q. What have you to say as Traffic Manager outside 
of the value of the comparison between the value of the 
canned goods and the fresh vegetables, what have you to 
say as to the risk value in transporting your carloads 
of canned goods aS against these fresh vegetables? 

A. Well, there is no doubt about it that the risk 
in connection with the transportation of fresh fruits 
and vegetables by far exceeds that of the canned goods 
and vegetables. While I have endeavoured to procure 
some information from a statistical standpoint as to 
what that status is here in Canada, I have not been able 
to obtain it, but I have taken here as a basis a circular, 
No. 1381, issued by the Association of American Railways 
on Freight Loss and Damage, 1948, issued at Chicago 
on May 2, 1949, which includes a statement by the American 
railways in which it distinctly says that it is reported 
by 128 carriers representing 95 per cent of U.S., Canadian 
and Mexican mileage, and the statement for loss and damage 
for 1948 is I believe equivalent to some $135,390,664 in 
freight claims. Now, they have got that divided here in 
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figures they give show that 15.2 per cent of that total 

of $135,000,000 accrued against fresh fruit and vegetables, 
while all foods, packaged, not otherwise specified, which 
would include even coffee, you might say, or any other 
packaged proceryecline,; Us a totalvof 5.7; intother words, 
it is only practically one-third of fresh fruits: and 
vegetables. It is true, possibly, that there is a greater 
volume of fruits and vegetables transported, but on the 
other hand the ratio, the comparison between the two, is 
very, very outstanding. 

\.8 Fromevyour own experience as: a traffic man, In 
your own company, would you say that the loss rate on the 
railway, damaged goods or anything of that nature, on 
your canned products, would ever be as high as this 5.7 
per cent which was the average for food products in the 
States? 

A. No, not anywhere near that. 

Q.. Would it be half of that? 

Wee Cankwe ys ao noorthinki Tt is °l per cent, ours, 

Q. Then in the brief which was submitted there is 
a statement made, and I would like you to tell me if it 
expresses your opinion. On the sixth line of page 3 of 
ehesrbriet ait reads: 

"We feel that over a period of years the lower 
eighth class carload rating accorded fresh vegetables 
has discriminated unfairly against our industry. The 
improvement in dry and cold storage warehousing 
facilities now makes it possible to bridge the off- 
season months following the growing season, and has 
resulted in competition from fresh vegetables that 
did not exist some years ago." 

What is your comment on that statement? 


A. Well, all you have to do is to go back over a 
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period of “years and figure for yourself. It‘'is quite 
apparent, in connection with the development that has 
taken place in cold storage facilities in connection 
with the marketing of vegetables you might say almost 
practically twelve months of the year, aS compared with 
that which was accorded years ago, when there were prac- 
tically no such facilities, and, not only that, but the 
scientific knowledge of maintaining and keeping the foods, 
with the result that these goods, a lot of these goods, 
move at 8th class rate. They are stored, and at the 
same time we process the goods, for the purpose of 
according protection and merchandising the goods through- 
out the year. At the same time, when we can the goods 
for that particular purpose, so they can be merchandised 
throughout the year, we pay a considerably higher rate, 
with a greater risk to the carrier. 

Q. ~ [ notice in the brief it is mentioned that the 
average canned food carloadings are much heavier than 
fresh vegetable carloadings; what do you say as to that? 

A. Well, I do not think there is any doubt about 
that. iy the first place, as far as cars of canned goods 
are concerned, you can load possibly 50,000 or 60,000 
pounds a car, into a car, whereas canned fruits and 
vegetables definitely will not load, not only on account 
of the weight, but where there is refrigeration or 
ventilation required it can be loaded only so high, so 
as to provide for the necessary safe carriage of the goods 
through proper ventilation. 

Q. Then, Mr. Caldwell, will you turn to Exhibit 2 
in the brief, which is the one where the page pulls out, 
and which comprises five columns. As I understand it, 
the first set of five columns at the top give the rates 


from Vancouver east, and the bottom set of five give rates 
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from Kelowna, which is an interior point in British 
Columbia? 

Ae’ That is Correct. 

Q. Then, looking at this Exhibit 2, from Vancouver 
east, canned fruits and vegetables, In tne Tiree ilisso == 
you are more familiar with it than I am; I do not want 
to lead you -- would you refer to the points you wish 
to make by indicating the items there to indicate or 
Support your view that the canned goods are being dis- 
criminated against in favour of these other products in 
their classifications and carloads? 

A. Well, they are practically all items -- well, 
Sven jvas.far as apples are.concerned. There are apples 
canned, many thousands of cases of apples canned for 
the bakery and restaurant trade, but, on the other hand, 
the bulk of these things all compete directly with 
canned goods, canned fruits and vegetables, but there 
is only one particular item in the whole of the phase 
here -- say, for instance, Vancouver to Calgary, where 
the earnings on a car from Vancouver to Calgary based 
on these minimums is less than what it is on fruits or 
vegetables -- not vegetables, but fruits; but on the 
other hand, while these fruits only load say to these 
minimums, because you cannot load much more than 35,000 
pounds of pears or apples in a refrigerator car, which 
is required, or fresh fruits up to the extent of 24,000 
pounds, our records indicate that, while that minimum 
is only 24,000 pounds, the actual loading in connection 
with the traffic from Vancouver to Calgary, the minimum 
during the period of the calendar year of 1948 was 
equivalent to 35,730 pounds, which of course would put 
the earnings on canned goods in the entire exhibit much 


in excess of those of the carload earnings on other lines 
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of fresh fruits and vegetables. 

Q. Then in your column headed "Fresh Apples & Pears", 
on a 35,000 carloading, to Calgary, I notice the rate is 
1.04, and that that is the identical rate on canned fruits 
and vegetables? 

ho Tet is “che 5th class) rate, yes, sir. 

Q@. So that I understand that they are moving at the 
same rate? 

he Phat, tserient. 

Q. From Kelowna to Calgary. Then in the fourth 
column, on fresh vegetables, from Vancouver to Calgary, 
they are moving on a 61-cent rate? 

LP igen Wi o's ovation Wes So as eal 

Q. What would that classification be? 

A. That covers 8th class vegetables as shown in 
the Canadian Pacific tariff No. W-22, C.T.C. No. W-4106, 
while the next item there, which is also vegetables, 
includes citrons and melons in with the vegetables. 

Q@. That is the last column, the 76-cent rate? 

fe eS. ai, 

@. oO that, as I understand this, the fresh 
vegetables in various classifications can be moved from 
Vancouver to Calgary, and, looking down the fourth and 
fifth columns, easterly right through to Winnipeg, at 
rates considerably less than when they are processed and 
packed in cans? 

B - “Thatias tre. 

QO. ‘Now; I notice in that, first column, canned, Fruats 
and vegetables to Winnipeg, that you have got a minimum 
carloading of 60,000 pounds and the rate of 1.53, and in 
the fourth column on fresh vegetables you have got a 
minimum of 30,000 to 40,000 and their rate is 1.02, and 


moving over to the last colum, fresh vegetables, which 
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I understood you to say would include melons, at 1.10, 
and the minimum has dropped to 24,000 pounds? 

A. SHA Ys Lene ; 

Q. Now actually, on your actual carloadings moving 
out from Vancouver, from the information you have got, 
easterly there, are the carloadings on canned fruits and 
vegetables up to the minimum, at least are they in excess 
of the minimum? 

A. The canned fruits and vegetables? 

eer. 

A. Just a minute, and I will give you the figures. 

MR. ROBINSON: I mention this, Mr. Chairman, 
because I understand that as far as the railroads are 
eoncerned. they establish a minimum for a price, but if 
there i8 a consistent loading, as our industry does, 
away over the minimum, naturally the car earnings are 
increased; in other words, if they will carry a car from 
Vancouver to Calgary on a 24,000-pound minimum at a 
certain rate, and we pack the car up to 50,000 or 60,000, 
the car earnings are substantially higher. 

THE WITNESS: The average car loading as from 
Vancouver to Winnipeg for the calendar year of 1943 was 
74,731 pounds, from the coast, and 70,544 from the interior. 

MR. ROBINSON: Q. Both of those considerably 
over the minimum? 


Me, Wee « 


(Page 7250 follows) 


PMS Sg tee 


i Brite a} Bein 


in) \epaa Tr a tae % i Cds a 
ae 2 ae i in i ot ha 
=" , 7) 8 ae i ' 


os 


: > 
Pia Ly 


Lieiiton® 


aay ote aa 
jes nev on 


ve 
“tans fate 


a 


tr} ie —t he ae 1a 
b peusar ad) 


EVO” VANE I) a 


ord > y 


oe. ora vi san, 


hiadade,> 


ror Ne 
j tad ot scp ies te al 
jickryis® TO5, ee 
; oe 
we 
a1 ie 7 ‘ 
ae ai ath : 


Mt BR gevuoonay | , 


jebissnd etd ty I 
| } 


aa 


- 7250 - Mr. Caldwell 


Q. Then I should like before leaving that (I am 
not going to deal with the bottom half) but as I 
understand the bottom half of Exhibit No.2 carried out 
the same rates. By the way, you have checked these 
rates and found that these aa the proper rates? 

A. Those rates have all been checked and the 
tariff authorities are shown at the side or at the 
bottom of each group. 

Q. Now I understand that the second half from 
Kelowna,the interior of B.C. without going into them in 
detail that in fact we get the same result as in the top. 
That is the lower rates on fruit and vegetables, a second 
classification as against canned goods. After you 
process them it costs you more money to move them? 

A. THA RSS iene: 

Q. Then would you look with me please at the next 
Doren exhibit) Ss, whiten is the last exhibit and Ft is in 
two pages, Exhibit 3 on page 2 first. As I understand 
page e of Exhibit 3 that is a statement showing classific- 
aU. Onm Snarteyitis of the third, fourth, fifth, . and 
eighth classes from points in southern Ontario to these 
various points to Winnipeg right through to #dmonton? 

As (2hatts xen. 

Q. And that the dollars and cents set out below them 
are the rates reduced to dollars and cents after they were 
taken on that classification without reference to any 
special commodity rate}? 

A. In cents per hundred pounds, yes. 

Q. Then if you would turn back one page, that is 
page 1 of Exhibit 3; as I understand that, it is the actual 
amount that is being paid to move these various classes 


of articles in the first column, canned fruits and 
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ete. which is the product of the C-nadian Food PYocessors 
to the same distances, to Winnipeg and Edmonton. 

A intel ed Deo eb T.. 

Q. And then we have the other columns set out 
Opposite. Now as I read this Exhibit 3a. Dapes. ly SNe <2 em 
and I look at page 2-I find that on fresh fruit with the 
No. 3 rates the Winnipeg price is $2.15. Now that would 
be - 

A That would be the third class rate, yes sir. 

Q. The third class would be $2.15? 

A VeBo81 0 

Des And when i, look at..page 1 1 find that. what is 
actually being paid there is less than that? 

A Mies iserbent- $1.51. 

Qa Thaw is, in which column? 

A. In the third column under the heading of "Column 
22", which is the column number shown in the tariff. 

Q. The third column, the top figure - $1.51? 

As Theat «ie right. 

Q. Now your heading there is "Fresh Fruit Classifying 
3rd Minimum 20,000 lbs." NOw if we compare the classificat- 
lion apparently it should be $2.15? 

Aw Yes, the, original classification of Classification 
Nou 19°? 

Q.. Well how do they get it to $1.51? 

fy -Well, they publish it-in the form of a Special 
Commodity Rate. 

Q. They get that Special Commodity Rate and actually 
they are paying $1.51? 

Rage (OAD 18) right. 


Oe Theh. looking at. Exhibit 3, page 15.~.=.1 a8 
dealing only with the top line. The others I think are 
indicative of the same - - -we get a canned fruit and 
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vegetable rate from Toronto to Winnipeg of $1.38 w:th 

a minimum loading of 24,000 Bona. and then I notice 
that apples and pears fresh with a minimum of 30,000 
pounds actually pay $1.21. I understand they can be 
moved for less money from Torenee to Winnipeg than 2 case 
of canned goods? | 

Pee Pe Ver Pree. 

Q. And looking at the 4th column (we have dealt 
with the third) vegetables, fresh or green $1.21 which 
is less than it would cost to move them in cans and the 
Fifth column, vegetables fresh or green, not potatoes, 
classifying eighth with the same minimum loading of 
24,000 pounds that they can be moved out there for 974? 

Aw That 1s; correct... 

Q. And am I correct in my understanding that if you 
put those same vegetables in cans to move them out it 
costs $1.38? 

Tepeeumso Sit orat t,o That 18s prior to October lien. 

ae By the ways these figures here I- might make clear: 
I understand you have not taken into account a recent 
ancrease:? 


men, NO Si. 


Q. You have used the basic rates and that any increases’ 


that have been made would be equal on all the rates and 
would make the disproportion that much greater. I think 
thet was made clear by the evidence of a witness here 
previously, in the last matter, which would apply here 

and the difference would be even greater. Now as to 
carrying canned foods and products from Ontario out to 
Winnipeg, does the railway have to give you any particular 


or special type of car or is it an ordinary box car? 
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A. Well, an ordinary box car for canned goods 
for seven months of the year suffices. During the 
winter months you would have to have a refrigerator car 
with heaters to keep it from freezing up, depending on 
the weather, whereas fresh fruits in practically all 
cases would have to have a refrigerator car that was 
either heated or totally refrigerated. 

Q. Then comparing the two over a period of twelve 
months, would it be more or less expensive to take a car- 
load of canned goods from Toronto to Winnipeg, on the 
railway, than it would fresh vegetables? 

A. In my opinion it would be considerably less. 

COMMISSIONER INNIS: Are the refrigerator charges 
included in these rates? 

A. In which rates? 

@. “In the rates you are quoting. 

A.” Fresh fruits and vegetables? 

a) Les 

A. No sir, but that is all added; the same way 
with “the heater. 

Q. So these rates are really not comparable unless 
you are to add it in? 

AS’ "You Still” nave vo add on the expense of tne 
refrigeration and, of course, many vegetables simply 
require ventilation, but they have to have a refrigerator 
car either winter or summer. 

Q. You made no attempt to add those on to bring 
this up to some sort of comparable level? 

A. Well, after all, as far as that is concerned, 
carriers would still pay the added expense of supplying 
ice. They would be under that additonal cost and they 
maintain that they are practically only getting their 


cost out of the refrigeration, and also the heating of a 
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car. So after all, it is net transportation we are 
working at and any additional expenses there would only 
be additional expense anyway on the carrier. That is 
plain out-of-pocket expense. 

Q. I am thinking of the shipper? 

A. Well, of course, a shipper may take the supply 
of the initial icing and it may be iced entirely by 
the. carrier. 

MR. ROBINSON: Then I would like to direct your 
attention to the last clear paragraph of page 5 of the 
Derer Where. Wis 136 said. that: 

"Grain is classified eighth class and carried at 

special commodity rates, when processed for human 

consumption many of the processed products, notwith- 
standing their enhanced value, such as cereals, 
flaked or shredded, toasted wheat, oats, rice, 

all puffed, and rice rolled and toasted, together 

with flour, including biscuits, cake, pancake, 

all of which have added ingredients, are carried at 

the same as grein classification, or lower, where 

special grain rates are in effect. On the other 
hand fresh vegetables take eighth class when 
shipped as fresh vegetables, but when processed and 
canned they are raised to fifth class carload.” 

Now then, on the above statement I am not going 
tO-ask you to give all.the references, unless any of my 
friends in cross examination wish you to substantiate 
the statement, but generally have you checked and verified 
that these products of grain such as cereals, shredded 
and flaked, toasted, rice puffed, rice flaked and so on, 
have you checked and verif* that those are being carried 
at the eighth class rate} 


a. I have. 
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MR. SINCLAIR: We might as well have it right 
on the record. There are so many exceptions. For 
instance, cereals flaked or shredded are subject to 
fifth elass. Item 39, freight classification No.19, 
page 58,. | 

A. You are taking the classification but I would 
refer you to page 68, item 68, and the exceptions to 
the Canadian National tariff see C.M.1le4, OST ee ee 
C.PR. Tariff 1350A, C.T.C.E. 4595, which provides 
that flaked or shredded, toasted wheat, rice puffed 
and, rice rolled and toasted oats, puffed or straight, 
inemixed. car teagan ogg rates. - That is under the 
heading of "Cereals, Flaked or Shredded - Toasted’ 

The same thing in connection with Western C-nadea is 
shown - 

The CHAIRMAN: Pardon me, what is the meaning of 
that expression "fourth to eighth class"? 

A. Fourth class less carload lot, eighth class 
earload. 

MR. SINCGATH: That is the difficulty here, Mz. 
Chairman. There is general statements in the brief that 
he says will be taken notice. of subject to cross 
examination. If we are going to have that on the record 
and if we do not cross examine, if my learned friend then 
says we have taken that as correct, we are going to be 
here for literally hours on this matter. Just because 
we do not cross examine on some of these materials that 
are going in, does not mean that we are to be taken as 
agreeing with it, and I do not think my learned friend 
should make those statements. My instructions are that 
some of those general statements - well, generally speaking 


they might be right but there are so many exceptions and 
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provisoesand conditions that we would have to go into 
the thing in a most detailed way, to see whether there 
is any difference between us and the witness with regard 
to some matters, or whether it is just a matter of 
language or whether we are at cross purposes, I do not 
know, but the freight classification is a very complicat- 
ed matter and all I say is that if we have to go into 
all of that, we will be here literally for hours with 
that witness. 

A. After all, I am only quoting from your own 
tariffs and giving the authority in each case. 

MR. ROBINSON: You have quoted the Eastern tariff? 

A. The one that covers Eastern Canada. 

MR. O'Donnell; I might make a similar observation 
vO those made by my friend, Mr, Sinclair, with, respect 
Ge, tne freight classification No. 19, C.T.¢.983, which 
you mention at page ea. At the bottom of page 2 there 
are statements in there which on my instructions are 
not correct either, and I agree that as circumstences 
are, to check them all individually would take some time. 
For instance, machinery is said there generally to be 
Sixth class. That may be correct with respect to 
certain machines but Piereceeain many, many exceptions. 
Some machinery is fourth class, some fifth class. Then 
railway equipment, frogs, etc., are said to be seventh 
class. That again is not correct; frogs are sixth and 
sO on and so on. I would just like to draw the attention 
of the Commission to these general statements and to say 
that they are subject to many, many exceptions. You can't 
take it as. indicated. 

THE CHAIRMAN: How far are you going to go into 
any of these particulars and does it serve any useful 


purpose? Mr. Covert, having regard to our duty in 
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respect of this which is to arrive at matters of 
principle, are we getting very far? 

MR. COVERT: I think when we get into particulars 
we may be, Mr. Chairman. This is what I considered 
this brief boiled down to in a nut shell and I made 
a summary of it at the time. They state that there 
is an entire revision of the Canadian Freight 
Classifications that they urge, creating additional 
classes similar to those in the United States. That 
is their first point, as I understand it. The second 
is that such revision give greater consideration to 
(a) the fact of the value of goods and (b) the lia- 
bility assumed by the carrier in transportation. Now 
I would say that that does come within the scope. 

We might recommend that the Board of Transport 
Commissioners look into it. 

THE CHAIRMAN: But the point I have in mind, is, 
how far aré we to listen to particulars in order on 
be enlightened on it? 

MR. COVERT: My lord, I think that 1t is 4 
question of saying "if they indicate that there is 


‘i 


an anomely - They think there iis but proper weight 
is not given to certain things. Now they have given 
some mention of that, and the brief is before us and 
we might say: 

"Well, you have proved before us that there is 

an anomaly" -- 
and they might say: "Well, this is going to be affected 
by cross examination and we want to go further’. Tt is 
very difficult to say - For instance, they have 
included the factor of the value of goods. While it 


might be shown again that that is so in that classificat- 


ion 7, that you can take exceptions, and it would be 
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impossible perhaps to have a classification that you 
would have the same value given all over. It is just 
a question of how far we want to go. 

THE CHAIRMAN: One of the points in this is that 
the brief sets out certain facts and gives certain 
figures and if we heard nothing else, we will have to 
assume they are correctly sect forth, the facts and 
the figures. Now as we go along, Mr. Sinclair, on 
the one hand,’ and Mr. O'Donnell on the other point out 
that these facts and figures are not correctly stated. 
Would we be further ahead if we simply had cross examin- 
ation on the whole brief? You see it is rather con- 
fusing to us here, somebody saying "Bage so and so is 
nov Pee. . 

MR. COVERT: My understanding of what they really 
Say is that the statements are too general, that there 
are a whole lot of exceptions. 

THE CHAIRMAN: Do you know anything about that? 
Have you seen any figures on it? Have you any knowled- 
ge of it? 

MR. COVERT: As to whether there are exceptions? 

THE CHAIRMAN: Yes. 

MR. COVERT: Yes, it has been indicated to me 
that there are exceptions,but I had understood that, 
generally speaking, as I say, subject to those 
exceptions . that they are correct. Now, the whole 
point, it seems to me,Mr. Chairman, is whether it can 
be regarded as perhaps an anomaly this point of the 
factor of value of goods. We could go on hearing 
evidence forever. 

THE CHAIRMAN: Yes, you see there are so many 


commodities, Mr. Covert. 
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MR. COVERT: Yes. 

THE CHAIRMAN: And classifications. When you 
touch one commodity you affect others, so just what 
useful purpose is there is in going on at very great 
length, all about one Hest ieeetng We have the three 
matters of principle which come out of the statement. 
We have this and I wonder how far we might proceed 
usefully in getting more detail? 

MR. COVERT: I don't like to restrict anyone, 
but I don't think that the actual detail in the 
difference in the rate - and they have sought to estab- 
lish and I think perhaps they have established, in a 
broad way at least, that there is - at least that is 
their argument that there is a difference between canned 
goods and fresh vegetables, and it is purely a matter of 
how much more evidence you would want to hear on that. 

THE CHAIRMAN: Well, is it a fact that some of the 
facts that you state in your argument, Mr. Robinson, are 
subject to so many exceptions that they do not really 
describe the situation properly? That is what we are 
told Dy Mir. Sinclair and Mr. O'Donnell. 

MR. ROBINSON: I understand, Mr. Chairman, from 
Mr. Caidwell who checked these figures, and with all due 
respect, I think he is pretty good at that, that the 
schedules that have been taxed, not only the prices that 
have been given for rates but in every case also the 
tariff and the C.7T.C. reference, so that it is not a 
question of making a broad general statement; it is a 
question of saying: "There it is and there is the page 
in mind and that is the conclusion”. 

Now I think that those, subject to any of my friends 


saying that there is something wrong in the printing of 
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oO, Or an epror in the tariff references, subject to 
that I do not think we should have any quarrel on 
the exhibits, as to the facts and the rates set out. 
I think we can agree on that. I am not asking them 
to agree but I do not think they will quarrel with 
me on. those. 

MR. O'DONNELL: I think we are talking at rather 
cross purposes when we get into five schedules. This 
is exactly as I said, they deal with special commodity 
rates and exceptions to general rules. What I 
understand the representation made to the Commission 
is that there should be a revision in the freight rate 
classification. That is a different thing altogether 
than talking of special commodity rates and it was with 
respect to that that I intervened in the first instance 


to say, that under the law as it stood at the present 


time, the Board of Transport Commissioners has continuing 


jurisdiction, and is constantly making changes in the 
Dypes Ol Classification, as is proper under secvion 
ee. They might from time to time place any goods, if 
the Board are satisfied, in any set class, or remove 
them from any one class to another class, higher or 
lower. 

THE CHAIRMAN: What are you reading from? 

A. 322 of the Railway Act. They are constantly 
doing that but it is different to talk of general 
freight rates,than to talk of any particular article 
such as canned goods in detail. 

THE WITNESS: Pardon me, you are wrong there. 

MR. O'DONNELL: The freight rate tariff is a 
printed document and in 1937 the classification to 
the present extent came into effect. They have been 


there now for twelve or thirteen years, and anyone is 
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free to make an application to have the rates on its 
particular commodity changed. As you remarked, Mr. 
Chairman, when you change one commodity from one class 
and put it in another, you might disturb ratings that 
you know to be justified. Consequently, Le ce Beye ey: 
complicated, intricate problem, and to deal with details 
at this stage would not get us anywhere. If the 
association, aS iS Set out in the concluding paragraph, 
recommend that there should be an entire revision of 
the Canadian Freight Classification giving greater 
@mnsideration to the value of goods and responsibility 
assumed by the railways and transportation, well that 
suffices, I think, for the purposes of the Commission 
On Thiss poans. 

MR. COVERT: Mr. Chairman, I think we might clear 
that up right away. Lidia. not. take itefrom the. prier 
or Mr. Robinson's presentation that they were asking 
this Commission to change the classification, or to 
urge the change of their particular classification. 

Now Af they are, that is one thing. My understanding 
was that they made it clear that their submission is 
that we should make a recommendation that there be an 
entire revision, and that in the making of that revision 
you should give effect to those two things, value of the 
goods and the liability assumed by the carriers. Now 

if they are confining it to one particular thing, I 
think we should know. 

MR. ROBINSON: No, the Commission Counsel is 
entirely correct in his statement, the earlier part, 
as to our position. We are not suggesting that this 
Commission make any recommendations on our case particul- 
arly at all, but what we are endeavouring to do is to 


say: "Here is a situation indicative of certain things 
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which we say exist in the entire rates structure and 
classification, and we suggest to you that the entire 
structure be given further reconstitution and that 
these matters, the value of goods and the rest of the 
matter, be given their Peones position in bringing it 
to that conclusion". And we are entirely satisfied 
that if that were done, we with others, would receive 
our proper classification. We are not suggesting that 
this Commission recommend anything particularly about 
us at all, but we are saying: "Here is a case which we 
think we have made out clearly" and using that as one 
(there may be many more this Commission may hear) but 
"Here is one case and we suggest that this will be 
evidence upon which you can base your recommendations " 
and we ask that you bear these things in mind. I 
think that the Commission Counsel has got my point of 
vhat has been the purpose of the presentation. 

THE CHAIRMAN; Well, your purpose is that you 
wish us to recommend that there be an entire revision 
of the Canadian Freight Classification? 

MR. ROBINSON: That is right. 

THE CHAIRMAN: 

v . - creating addititoral classes somewhat similar 

to practice employed by the Official Classification 

in the United States, and such revised Classificat- 
ion give greater consideration to the factor of 

the value of goods and the liability assumed by 

the carriers in transportation -- " 

Are those factors not in the present procedure of 
present Classification? 

MR. O'DONNELL: Yes. 


THE WITNESS: To this extent - 
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THE CHAIRMAN: You say they should be given - - 

A. Well now sir, I quote here, for instance, 
sixth class rate. I have your idea here. I can take 
a generator or motor or pump and transformer. These 
are particular items that originate at Peterborough or 
Hamilton and reach up to thirty thousand pounds and 
are sixth class rate, and are possibly worth - in many 
instances they shove them in cars - up to$100,000. That 
Carrier Nae a certain: limit of liability. He has ‘a 
limit of liability up to the value of those goods. He 
transports those goods for actually less money than the 
carriers canned goods worth 8¢ a pound, and our goods 
are continually in replacement, that is continuous bet 
ment. The goods are consumed and replaced. Now it 
is true ,in connection with value of service that that 
is not what We are advocating here --- 

THE CHAIRMAN: What you are talking about here is 
the "value of goods" 

A. The value of goods is not entirely new to the 
carriers. We have them say carrying bullion, They 
Gont cerry 16 by wetenv; ) they carry It by value. 

Their own express companies carry it at $50.00 and 

anything over that you pay a premium. They had a 
supplement which intended to limit their liability on 

the goods at $7.50 a pound whereas now practically the 

sky is the limit, which apparently they withdrew for 

some unknown reason, and the same thing with other 

high priced articles where the value of the goods is a 
considerable factor. Not only do you pay on the value of 
the articles and weight but you have to pay insurance 

which is part of the contribution towards transportation to 
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Ontario now is required on his Bill of Lading to assume 
his liability at $40.00, but the rail carrier will 
carry these things at first class rate whereas canned 
goods are carried third class in an L.C.L. proposition, 
but when it comes to a carload he gives to you an extra 
consideration of sixth class,and notwithstanding the 
acy | Of. oie Pea een eG had less than a carload 
lot. 

COMMISSIONER ANGUS: To your Association it would 
be satisfactory to you within the scheme of the present 
classification if you simply moved the classification on 
these goods. 

A. Well, not only that sir, but there is of course 
a considerable number, a number of commodity rates that 
are put in special tariffs that bear relationship to 
the clause. Now in many instances if there is some 
revision - now I say exactly the same as the Commission 
Counsel said ,that the ratesshould be the same as they 
are in the United States, and have a similarity with the 
greater number of classes and grading of different 
commodities, according to what they should be, and whereas 
at the present time we have got that confined to ten. 

Q. Is that greater number of classes needed to give 
you the relief you want? 

A. I think so, and after all we have to stand entire- 
ly on our own feet. For instance, we have a machine 
company, or say, for instance, we move instruments back 
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Say, for instance, we move the instruments beck. We 
will say we move the instruments back on the Canadian 
Netionel R-ilways on the P and D basis. The retorts 
and cooking machines go back to the engineering department 
for the purpose of testing so that they can go on the 
mechines and be accurate. We moveds consignment there 
weighing 1300 pounds, with a value of $6,000. Cuticf 
curiosity I figured it out, and I think it was one- 
sixteenth or one-seventeenth of one per cent of the 
value was peid in transportation, It is absolutely no 
factor et all whereas they possibly could have had 
considerably more without any effort. 
Q. I might be able to finish, Mr. Chairmen -- 
THE CHAIRMAN: I see Mr, Sinclair standing up. 
MR. SINCLAIR: You asked me a question, dnd 
apperently it has resulted in that. I could not follow 
the witness. It was too fast for me. 
THE CHAIRMAN: I think, Mr. Sinclair, if we 
have an hour and a half to reflect on these things it 


will help. 


---At 1.00 p.m. the Commission adjourned to resume 


at 2630 p.m. 


(Page 7275 follows) 


AE LED 0 


ae wliore athacenereterat cate 
4 


be oth a et a a wictennery Gere. get? sao ow. <e8. oom “4 ha 


" ws 
ine ze Pegs bw! re ied on 


eet See pps ea 3 m2 aye A Tonotth 


BL oh NS 


~e 


su Drie montdoem 
shemag DOES unttts tow 
ort { ydteotiwe 


sinoetzie 


sey Sutev 


oi zitnetseags * 


wie stroll me ever 


ato Lari ara 


aa eee e a 
Waetheabave ag ce oes ees ST Te Om 7 snes ww ~~ >) 
SEAN DSS ids RSD Maas! SR, ibe Y teh wae ted Sew aa eltae Ay 


«Ba 


hes 9 


5 
“ i 7 


——— = 


het Mr. Caldwell 


AFTERNOON SESSION 


Friday, November 4, 1949. 
---The Commission resumed at 2.30 p.m. 
W. R. CALDWELL, recalled. 


EXAMINATION RESUMED BY MR. ROBINSON: 


Q. Mr, Caldwell, when we adjourned we were dealing 
with the paragraph in which reference was made to grain 
as being classified 8th class, and grain products in the 
submission of the brief were classified under an 8th 
class rate, and you have given to the Commission certain 
references from the classification tables to support that 
conclusion; had you completed those references? 

A. Well, the reference I gave applied to all points 
east of Fort William and Port Arthur where the 8th class 
rate applied to cereals; the item dealing with points 
in eastern Canada to points in western Canada is defined 
as cereals, flaked, shredded or toasted, wheat, oats, 
rice, all puffed, rice rolled or toasted, all 8th class 
carload, subject to a carload minimum of 24,000 pounds 
in Canadian Freight Association tariff 5-H, supplement 
131, Canadian Transport Commission reference No. 1292. 

Q. That completes your references on this statement 
fnone Dried? 

hil” £684 “BRT 

Q@. Then, leaving that, in the brief on page 5 in 
the middle there is this statement made: 

"Tt is interesting to note here the remarks of 
Commissioner McCaffey of the Interstate Commerce 
Commission; in the Western-Southern class rates 
Ge ind. Soh, 


'Transportation of class traffic has changed 
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vastly since this system of rates and 
classifications was devised. Motor transport 

has become important and has taken much of the 
business. Instead of attempting to meet this 
competition by rate reductions as such, or by 

all commodity rates Sesihianie to a limited class 
of shippers, and forwarder operations, it is my 
view that what is required is a thorough revision 
of the entire basis of rate making on this 
traffic. Such a revision is only delayed by 


further attempts to patch up out-moded structure!" 


Now, do I understand from your evidence this morning that 


you subscribe to this view as applicable to the Canadian 


rail situation? 


Any @ inset 
O65.) 2fhat 


should not be 


is 


it 


true. 


is an outmoded structure and that it 


patched up but the entire basis of the rate- 


making should be revealed? 
AG 'Thaceis Pienr . 
Gen shen ai -the concluding part of the brief, the 


second paragraph 


on page 7, this statement was made: 


"Our problem then, to a degree, parallels that 


of the railways and substantiates the basis of our 


appeal to the extent that if we are to maintain our 


volume, 


lower prices, and meet outside competition, 


then we must have a classification of rates con- 


Sistent with the burden which the products we mer- 


chandise nationally, and export to the world markets, 


will bear. 


We feel that the whole burden of transportation 


rates and tolls should be more equitably distributed 


and suggest this can be accomplished if commodities 


of a permanent nature and relatively high value 
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carry a classification that more accurately 

reflects their true position in the general movement 
of traffic. We are not critical of the railway 
policy in this respect. Price ceilings imposed on 
their rates, and more yen Ke the hearings before 
the Board of Transport Commissioners and the present 
inquiry, may have prevented any contemplated action 
they intended to initiate. 

In conclusion, we are strongly of the opinion 
that this Commission should recommend the entire 
revision of the Canadian Freight Classification 
creating additional classes somewhat similar to 
practice employed by the Official Classification in 
the United States, and such revised Classification 
givesgreater consideration to the factor of the 
value of goods and the liability assumed by the 
carriers in transportation. As we have pointed out, 
it is most inconsistent and unreasonable that articles 
of more permanent nature, value, risk and liability, 
are carried by the railways on the same or lower 
basis, as many other low-priced commodities, in- 
cluding the products of our Association." 

Do you subscribe to those -- 

‘THE CHAIRMAN: Pardon me, Mr. Robinson. In 
that part of your brief, the sentence beginning, "Price 
ceilings imposed on their rates" -- just what do you mean 


by that? 


MR. ROBINSON: My understanding is that the 
reference is that during the war period there were certain 
fixed rates, and that any contemplated revision the rail- 
ways may have wished to initiate within themselves clari- 


fied that position -- that they would hav‘e been prejudiced 
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at the time; that was one of the things. 
THE CHAIRMAN: Well, has that gone by now? 
MR. ROBINSON: Yes. 

Q. I understand, Mr. Caldwell, that you subscribe 
to the views as expressed in the concluding paragraphs 
of this brief that I have read? 

Me be DCO. 

QO. That. we. all. 

THE CHAIRMAN: Any questions from anybody? 

MR. EVANS: I had only one or two questions. 
I may say at this stage that I did not intend that we 
should cross-examine this witness on the detail of his 
brief, not because I want to be taken as admitting that 
all of the facts he asserts are true as generalities, or 
because I accede or agree with the conclusions that may 
be drawn in the brief from those facts; but there are one 
or two questions that I did think I would put to 


Mr. Caldwell. 


CROSS -EXAMINED BY MR. EVANS: 
Q. Mr. Caldwell, are you aware of the judgment of 
the Board in 1925 when they were last considering the 
question of classification? 
A. Well, I may have read it; that is a long time ago. 
Q. Do you recall this paragraph from the judgment -- 


T am reading it to you from the report in volume 15 of 


the Judgments, Orders, Regulations and Rulings of the 
Board -- I am sorry, I have the C.F.A. number. The C.F.A. 
number is 1342; the J.0.R.& R. reference is volume 15, 
page 177, and the portion that I am reading comes from 
page. 3.0of ©. F.A.. 1342: 

"On matters affecting general rate changes, 


the Board has more than once drawn attention to the 
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fact that it is an advantageous procedure to 

exhaust the methods of conference before turning 

to the Board. Such procedure clarifies and defines 

the issue, and by bringing to the Board for its con- 

Sideration the irreducible minimum of grievances the 

matter can be more clearly and expeditiously dealt 

with," 
Now, the question I wanted to ask you, in the light of that 
passage, was this: Have you or your Association approached 
the Canadian Freight Association or the railroads individ- 
ually with a view to attempting a conference designed to 
arrange a reclassification of the commodities that you have 
been speaking about? 

A. Well, I would say off and on over the last twenty- 
six years that we have been continually after adjustment 
in freight rates. 

Q. When was the last time, Mr. Caldwell? 

ALi’ Weiss ase matter of fact, I guess only a matter 
of two or three months ago we were trying to arrange a 
meeting with the vice-presidents; they could not meet up 
with us. 

Q@. You wanted to discuss with them the question of 
the rearrangement of the classification? 

A. Rearrangement of the freight rates, on which the 
cleaspification, has a bearing. 

Q. Did the communication indicate that you had in 
mind a change in the classification? 

A. That was one of the things. 

QoaWaa Lovin the tetter? 

Ay oNoS it was not in the letter. . AS a matter of 
fact, we never determined exactly what we were going to 
discuss, only in connection with the burden under which 


canned goods are carried today. 
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Q@. Would you tell me when was the last time you 
asked specifically for a change in the classification? 

A. Well, I cannot say as to that, not specifically 
tne: classification, no. -It was adjustments in con- 
nection with freight rates, on which the classification 
has a bearing. But the tendency has not been to getting 
the rates down; they have been on the up-grade all the 
time. 

Q. Now, you mentioned machinery as something with 
which to compare the product such as you are producing; 
are you aware of the large number of items under the 
heading of machinery and machines in the classification? 

Aa Yess 

Q. There are about eleven or twelve pages? 

Ae eee chet Is Ppignt. 

Q. And there are some of those items that are 
Classified 5th: 6th, 3rd, 4th, 2nd -- those are the 
classifications -- 

i, Are those ally carload ratings? 

Q. Carload, into which machinery and machinesefall. 

Wve vine AA right, bub, after all, we are. taking 
exception in connection with the 6th class item. 

@. Now, may I suggest to you that if you were 
presenting the whole picture you would have taken all 
the items in the 5th class to compare with canned goods, 
and would have compared their values and their weights 
and their bulk? 

A. Well, I tell you frankly, it is an impossibility 
for anyone to get all carloads of machinery that are 
transported. It is only from actual knowledge of what 
you know that is being transported as to comparative 
values concerned, but to pick out all the machinery items 


that move and to figure out the value of the individual 
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Shipments is impossible for any shipper. You possibly 
have a better answer to that than we have. 

@. I am merely suggesting to you, Mr. Caldwell, 
that the question as to whether, for example, canned goods 
should be in 5th class or some other class may involve 
not looking at one of the items that are in 5th class or 
6th class, but looking at the literally hundreds of items 
that fall within that 5th class and making value comparisons, 
weight comparisons, bulk comparisons and other conditions 
under which they move. I do not want to be unfair to you; 
I think you as a traffic man agree that that is an 
essential aspect to be looked into? 

A. That is providing there is no other -- after all, 
machinery competes with machinery. As far as canned foods 
are concerned, or foodstuffs are concerned, foodstuffs 
compete with foodstuffs. 

Q. Then you go on to make comparisons with all food- 
stuffs falling within 5th class, wouldn't you? 

A. Weswould be giad<to.do that. (-I think yowrwlll 
find that the canned goods pay their share with all the 
other kind of goods. 

Q. Well, I would not argue with you on that, because 
I have not gone into it; but I am suggesting to you it is 
one of the things that must be done in determining whether 
an anomaly exists, tomlodkicat “all: of the oitems Fini wegen 
class and to find out the particulars of value and weight 
and bulk and all the other factors that are taken into 
account and make comparisons before you can determine 
whether in fact there is an anomaly in your case. 

A. Well, as far as we are concerned, we do think 
it does exist. I think myself it is quite apparent, 
because, after all, you take a ton of earth and a ton of 


beans, for instance, or whatever you want to say; as far 
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as you are concerned, it costs you identically the same 
to move those between two given points, but what you pay 
on the beans you could not pay on the earth, because the 
earth is not worth it. On the other hand, if you lost 
the earth you would pay practically nothing, whereas in 
the case of the beans you pay on the value of the beans, 
and naturally the beans can stand a higher rate than the 
earth could. 

Q. I think you and I probably would agree on general 
principles, but what I want to suggest to you about that 
is this, that you do not find articles of exactly the 
same value in the same classes in the classification, do 
you, because it is inherently impossible that you should 
find that? 

he (BECiC les of which? 

Q@. You won't find that all articles in each class 
are exactly of the same value; you find a wide range of 
ene in €aen Claas, aon’. you? 

A. I said myself. that is one reason why there 
should be some revision so far as the classification is 
concerned. 

Q. That is your view? 

he sioau ae, CLENT. 

Q@. Iam saying that is one of the considerations 
that you would have to examine if you were going to look 
into the question as to whether the classification could 
be changed; you would have to look at all these com- 
modities and you would have to consider, I suggest to you, 
the effect on the movement of a lot of commodities before 
you could generalize as to whether a change in the class- 
ification generally should be made? 

A. Well, I think myself if the railroads are directed 


by somebody to do that, I think myself in the end it would 
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work to the advantage of the railway company, because 
there are undoubtedly hundreds of items in that class- 
ification that are not at the present time contributing 
their proper share? 

A. Well, I am not going to argue with you, 
Mr. Caldwell. I am merely suggesting to you this: have 
you been advised, or are you of the opinion independently, 
that you cannot obtain or have no hope of obtaining any 
relief from the Board of Transport Commissioners under 
the legislation as it now stands? 


A. No, I have not been advised of that at all. 


MR. O'DONNELL: I have no questions, my lord, 
other than to say this, that, while there may be some- 
thing requiring adjustment on proper study of all the 
pertinent factors, the law as it presently stands, par- 
ticularly in Section 322 of the Railway Act, seems to 
provide all necessary machinery for such an adjustment. 
Moreover, even at the present time, in virtue of Order 
in Council P.C. 1487, ordering the general freight rate 
inquiry, the matter has already been attended to, and 
in the circumstances there might be no need for any 
further dealing with it. I might also indicate that, 
despite the classification of which Mr. Caldwell speaks, 
the 5th class rate, there are a number of special rates, 
commodit: rates and other competitive rates, that are 
allowed to food processors at the present time. 

THE CHAIRMAN: There are what? 

MR. O'DONNELL: There are a number of rates 
that are allowed to the food processors. 

THE WITNESS: Where are they? 

MR. O'DONNELL: Q. Well, there is a commodity 


rate, is there not, between Quebec and Ontario origins, 
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within those provinces? 

A. Between jobbing points in Quebec. All the rates 
to the Maritimes have all been eliminated. 

Q. That may be, but at least in the Province of 
Quebec and in Ontario you have : commodity rate? 

A. We have one from Ontario to Quebec, 

Q@. And you also have water competitive rates that 
are permitted to you, you have rail, lake-and-rail rates 
to western Canada, and you have transcontinental rates, 
ait Of which are special concessions; that is’ the fact 
au the present time, isn't 10? 

A. Well, they are compelled. 

Q. They may be compelled, but you have the benefit 
Of thac; tay Le all LT am ‘saying: that is correct,” ia it 
not? 

Woe Sea SPUN. 

Q. Thank you. 

THE CHAIRMAN: Well, apparently the point put 
forward here is this, that the time has come when there 
should be a revision of all the classifications in the 
freight rate structure, and this case is brought before 
us to illustrate -- I am not saying at the present time 
whether it does illustrate or not, but it is brought 
before us to illustrate -- the necessity for the classifi- 
cation, which dates from some years ago, being gone into 
all over again, having regard to the change in the nature 
of products manufactured, change in values, and every- 
thing else. The point is, does this case present us with 
an instance of something that is wrong? 

MR. EVANS: May I ask that? 

THE CHAIRMAN: Yes, I would be pleased if you 
would. 


MR. EVANS: May I ask this: the classification 
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will, of course, require revision from time to time. It 
always has been revised. 

THE CHAIRMAN: Has it, generally? 

MR. EVANS: Yes, there have been revisions from 
time to time. 

THE CHAIRMAN: When was the last one? 

MR. EVANS: The last general revision was in 
1925, in the judgment of the Assistant Chief Commissioner 
to which I have just referred. There have, however, been 
changes in a great many cases made in individual cases by 
the Board, and my position is that the railways,as far as 
I represent them,have no desire to suggest that there need 
not be changes or that anomalies cannot be found. What we 
do suggest comes under two headings. In the first place, 
there never has been a suggestion, and thewitness says he 
has no opinion or advice, that the Board lacks power. In 
the second place, the Board has said in the Judgment to 
which I have referred that it is in effect a complicated 


issue and it is desirable that as many of the issues 


as possible be defined as a result of conference, before 
the Board is asked to deal with these questions, and this 
witness has said, "I have not recently asked the railways 
for a change in the classification." 

Now, I suggest to this Commission in all serious 
ness, and without any intention of obstructing my 
friend, that the way to do this is to accept what the 
Board has laid down, have your conference, find out what 
the issue is, find out how much relief you can get in the 
ordinary process of discussion, exhaust your remedy with 
the Board, and if you find the Board has not adequate 
power to deal with your complaint, then the time would 


come when they might ask your Commission or any other 
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‘Commission that may be sitting at the time to change the 
law or to consider whether some direction to the Board is 
necessary; but it seems to me fundamental that it is 
asking a good deal to ask this Commission to direct the 
Board to do something which it has never refused to do 
and which it does as a matter of course and has full power 
~O. 00’. 

THE CHAIRMAN: Do you understand then, by what 
you have just said, that these applicants are asking us 
to direct the Board to do something for their Wonnead tae 
Is that what you understand? 

MR. EVANS: Well, in the last analysis -- 

THE CHAIRMAN: Because I do not, you see. That 
is not what I understand. I understand, as I said, that 
their contention is, and it is quoted here, as they cite 
other people, that the time has come for a general re- 
vision of the classifications now existing, and they give 
this case as an instance. They want something done of a 
general nature; they are not asking us to direct any 
Board to give them relief. 

MR. EVANS: I do not suggest that. My point 
is merely this, that they have under waytoday a general 
inquiry, and no one could suggest that the Board lacks 
the power, and, whether there is a general inquiry or not, 
the Board would hear applications from anybody suggesting 
that there should be a general revision of the classifi- 
cation. As a matter of fact, history shows that general 
revisions in the classification have usually come about 
from freight investigations. There is no reason in the 
world why this group, either alone or in conjunction with 
any other group, should not ask the Board to make a general 
revision, and I do not think you would find any railways 


opposing it. But my suggestion is thatunder cover of 
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attempting to get their own classification revised they 
suggest that a general revision is necessary, and my 
suggestion to this Commission is that you could reach no 
conclusion that a general revision is necessary by reference 
to only one commodity. But, in the last analysis, they have 
not exhausted the remedies that are open to them, 

THE CHAIRMAN: Mr. O'Donnell, have you anything 
to say? 

MR. O'DONNELL: I agree with that. 

THE CHAIRMAN: Have you anything to say, 

Mr. Covert? 

MR. COVERT: There was one question that I really 
wanted to clarify with the witness, and then I did want to 
make some observation about what has just been said. 
EXAMINED BY MR. COVERT: 

Q. I take it, Mr. Caldwell, that you do not suggest 
that you could work out a freight classification based 
entirely on value, do you? 

A. No. 

@.. In other words, you do not have to take in 
elements such as weight, bulk, density and perishebility, 
and perhaps marketability? 

A. Yes, there are other factors, but value is an 
important factor. 

Q. Then I would like to ask you, if you thought this 
was a fair question, supposing you did make an application 
for a revision of the classification in so far as your 
products were concerned, that perhaps would not achieve the 
object which your brief recommends here; in other words, 
for instance, you might be urging a revision upwards of 
say the machinery classification? 

A. Well, I am not advocating any upward revision of 


any machinery at all. I am just pointing to the 
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inconsistency of that. I don't care ve it is in con- 
nection with it, there is an adjustment, if rates bear 
some relation so far as value is concerned. 

Q@. But supposing you have a conference, for instance, 
on your canned goods, I do not suppose that would mean any 
alteration, for example, in the classification of machinery? 

Ker NOg sno. 

Q@.. That. is-all Ihave. to ask. 

COMMISSIONER INNIS: Q. I would like to ask 
one or two small points. Have you had occasion to study 
the British Columbia brief? 

A. No, I have not. 

Q. You are not aware of their emphasis on another 
principle, namely, the cost of service rather than the 
velus of service? 

A. No, I have not seen that. 

Q. iI was wondering whether there was any organiza- 
tion among the farmers and producers of fresh vegetables 
and so on, and whether they had ever expressed views on 
the question which you are raising in this instance? 

A. No, I do not say that they have. Of course, 
there is the Ontario Fruit Growers and the Vegetable 
Growers Association in connection with that. Of course, 
we are not asking that the discrimination be removed by’ 
raising their rates up. 

@. No, but it does affect their position, their 
whole case. 

A. In what way, sir? 

Q. Well, I would think a difference in the relations 
between -- 

A. Well, they would both be on a parity. 

Q. Well, putting them on a parity changes the 


relationship. 
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A. - Yes, 617% 

Q. But they have no organization nor have they 
expressed any views on this problem that you are putting 
forward? 

Awe de never heard, them, 

Q. One final minor point, I was wondering whether 
you had any views as to the scale on which you would pro- 
pose the revision of rates. That is something which in- 
volves enormous problems to innumerable industries, and 
if it is taken in any sudden sort of way it produces. all 
sorts of complications. Now, have you any suggestion as 


to how that should be done? 


(Page 7290 follows) 
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A. Well frankly, you cannot discuss that at all 
until you know the number of classes that there were 
going to be suggested, and furthermore, what relation- 
ship each class had to the other, or say, for instance, 
the first class rate, and then you would have to know : 

Q- But that would involve an-investigation over 
a considerable period of time? 

A. Well, after all it possibly can be started as 
far as that is concerned. I do not know just what is 
in the minds of our railroad friends in connection with 
any standardization of rates. 

Q. But you have nothing in mind of a revolutionary 
character, something that is to be gradual? 

A. No, I notice from the reference to the official 
classifications I understand that the classes have gone 
up - before we have had Rule 25 and Rule 26, and about 
nine others have been instituted under this official 
classifieation, which is) the territory:of the Northern 
States, and it would be probably about 15 and they 
call those different classes. For instance, take 
rates on canned foods. Wetl they are fifth. ciasseand 
they are usually carried at 35 or 373% of the first 
elass rates. <(- =.= = = 

MR. RAND H. MATHESON RECALLED 

THE WITNESS: Mr. Chairman, before Mr. Sinclair 
starts his cross examination, in page 6905 of the 
transcript, I made the statement, or I answered to a 
question in Volume 36 "Yes. Value of service, in my own 
definition - I don't know whether it fits in - is equival- 
ent to the highest freight rate at which traffic can 
move. That is definitely speaking of the value of 
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Mr. Sinclair interjected in the middle of the 
statement "Under the overall fixed by the Board?‘ 
and I answered "That is right -- ". I wish to 
qualify that answer. It is not necessarily correct 
to say that is right inasmuch as the value of the 
service is related to what the shipper would be willing 
to pay rather than forego transportation. There may 
be instances in the overall rates fixed by the Board, 
where that would constitute the demand price insofar 
as the shipper is concerned. In other words, it is 
not what the shipper pays--not necessarily what the 
Shipper pays that constitutes value of service. 

Value of service, therefore, constitutes the maximum 
and what the traffic will bear is in between and down 
at the bottom, and is the cost of service, or the 
minimum cost of service, and as I said before, there 
Srervarious types of cost of service. 

Now with that statement, I think it is most 
important to have that correction in, Mr.’ Chairman, 
because it relates to the whole principle of freight 
rate making which has already been raised, not only 
in some of the provincial briefs, but also in the 
railways' replies. 

Now there was an exhibit that we prepared. It 
was intended to be incorporated in our brief under 
the Maritimes, but at the time we could not get a 
photostatic copy in sufficient time but we have 
already filed a copy, or given a copy, to the 
Assistant Secretary, and it is a "Distribution of 
Population in Canada" and it has to relate to our 
so-called reference to a strip economy in C nada. 

I do not know whether there is any number given to it. 


The railway Counsel have a copy. I can send you more | 


oe 


ath: 
Tete 
my 


fe \ 


Hos wire 


ie “RO LPBSuqOe 


\ ie 


oe geeta”s sullen tae 


dismal ‘tonto Stet Ae 


- 7292 - Mr. Matheson 


but we only had ten copies completed. 

MR. COVERT: That should be given a number then, 
Exhibit 104. 

EXHIBIT NO. 104 filed by Mr. Map showing distribution 
Matheson. of population in Canada 
ie yeasty ae 

MR. O'DONNELL: The source is not included, 

L expect? 

MR. MATHESON: The Bureau of Statistics. 

MR. SINCLAIR: What year? 

MR. MATHESON: 1941. We have not brought it up 
to date because some of the latest figures are not 
sufficiently specific to do the plotting which was 
necessary on that particular exhibit. 

Now, with reference to a few questions that were 
put to me by Mr. Sinclair the other day, one pertaining 
to Agriculture, I refer to page 27 of the publication 
of the “Maritime Province in Relation to the National 
Economy of Canada". I do not know whether it is 
necessary to read this or not but in the third para- 
graph, on page 27, there is a reference to the 
agricultural economy of the Maritimes which brings 
the picture up to date, a little later than the report 
and finding of the Duncan Commission. With that I am 
all ready. 

CROSS EXAMINED BY MR. SINCLAIR 

Q. Mr. Matheson, in a number of places, through- 
out your brief you refer to the "Rightful place of the 
Maritimes in the Economic Development of Canada” and 
said that a reasonably fair participation of the 
Maritimes is essential. Now, just what are your 
criteria on which you base a reasonably fair participat- 


ion? 
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A. In reply, Mr. Sinclair, I believe if you will 
remember, in the statistical references in my brief, 
I refer to various statistical data most of which was 
obtained from this publication to which I have already 
referred, which indicates the relative status of the 
Maritime positions in Canada vis a vis the rest of 
Canada, a Situation which was commented upon by various 
Commissions, including the Duncan Commission, who 
indicated, or who pointed out the fact that, relatively 
speaking, the Maritimes were not as prosperous a state 
as other sections of Canada, and that, as the Duncan 
Commission so found, there was a burden placed on the 
Maritimes up to the period 1925, which it was not 
intended that the economy should bear. 

Q. Those are the criteria that you have reference 
to? 

A. ~Yes,.and what. I have further developed within 
aEhe brier without @oing into minute detail. 


Q. 


But the ones you have just mentioned are the 
major ones? 

he Seamer OL, The One §), 

Q. Major ones? 

A. I would not say exactly major; they are some 
of the ones. It would have to be appraised in line with 
Wheat i have where. 


Q. Mr. Matheson, you would agree with me or wouldn't 


A> “ihe add depends: 

Q. - - That expenditure of capital labour on 
production that cannot operate successfully without 
assistance, is a waste of economic effort and therefore 


a loss to the Nation? 
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A. You will have to trace this whole thing back, 
Mr. Sinclair, to conditions and circumstances not only 

relating to what exist today, but what did obtain in the 
past, what the situation would have been if certain things 
had not developed. I have in mind .there - I can put it 
this way, economic sacrifices pursuant to Confederation. 

THE CHAIRMAN: You see the Duncan Commission was 
appointed specially to go into those very things? 

A. That is right, Mr.Chairman. 

Q. We have the Duncan Commission report and I under- 
stand you base your own present opinion pretty largely 
upon it. Then parliament also adopted the views expressed 
by the Commission, and insofar as freight rates are concerned, 
they passed an Act which we are all familiar with, 
remedying that and granting you special concessions that 
they intended giving to you? 

AL Laat 18 right, sir. 

Q@, Now, do you intend to go back again to these 
same considerations that actuated the Duncan Commission 
and to bring them to the fore once more on freight rates? 

A. Excepting, Mr. Chairman, in this way, that these 
freight rate developments or changes in transportation 
circumstances are taking place. 

Q@. Since then? 

A. Yes. 

Q. You say conditions now since that Act was passed, 
have altered and that the remedy which you thought you 
were getting then, is not now as entire as it was expected? 

A. That is right, Mr. Chairman. 

Q. All right, if you will proceed from there, we 
know where we are. 


MR. SINCLAIR: Now, do I understand your answer to 
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the Chairman to really mean this, that insofar as 
excessive mileage over the Intercolonial is concerned, 
that is no longer a fact, because you have the short- 
line mileage of the Canadian Pacific and also the route 
of the former PREC Renae Te 

her Itt understand. your question, MP. Sinclair 
you are putting to me that the adjustment that was effect- 
uated by the Maritime Freight Rates Act has taken care 
of the Maritimes ' problem distant-wise, in relation to 
the Intercolonial Railway. 

Q. What I am asking you is whether the distance 
factor, the excessive distance, as you term it in your 
brief is no longer a factor because of the Canadian 
Pacific short-line and the National “Trans Continental 
There is a lot in your brief about excessive mileage. I 
am wondering if we can't wipe it out. Do you not agree? 

A. No,. I want to give some thought to that, Mr. 
pinciainr, just to, the purport of your question. 


THE CHAIRMAN: What are you saying,. Mr. Matheson? 


A. I would like to give some thought to that question, 


Mr. Chairman. 

en aaa nk Gne ppOtmt. yb. Gri S We have been told 
a great deal about the very long route taken to set up the 
Intercolonial, and it is true that now we have the 
National TYans-Continental taking a short cut through the 
same territory, and we have the Canadian Pacific, and 
the point is, have not those two lines gone considerably, 
if not entirely, to removing that particular point of a 
round about route which was an impedement to progress? 

A. Insofar as the Transcontinental is concerned, 
Mr. Chairman, it has only cut off approximately 35 miles. 


Q. It 4s as short and direct a line as could have 
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been constructed, isn't it? 

A. Without going across the United States border. 
Well, I would not say it is as short. 

Q. There was never any question of building the 
Intercolonial in the United States, of course? 

A. Excepting the original survey that was made 
by Sir Sanford Fleming was to go through the United 
States, through the Ashburton Treaty section, that 
section of the country that was taken away by the Ashburt- 
on Treaty. 

MR. SINCLAIR: I think the three survey lines are 
referred to in the histroy of the Intercolonial, 1832 
to 1876 y Sir Sanford Fleming. It is a book that was 
published in 1876. I have a copy of it here and the 
history of the Intercolonial and the surveys and maps 
are all in that volume. The book is a very old one but 
Theredarc.a number of copies: 0 think there vaya copy 
in the Parliament Library. 

THE CHAIRMAN: Have we not then in addition to the 
I tercolonial the Canadian Trans-Continental which takes 
as short a route as possible through all Canadian territ- 
ory, and then we have the Canadian Pacific which does 
go through the United States? 

MR. SINCLAIR: They are the three routes that Sandford 
Fieming referred to - the Robinson Line, the northern one, 
the middle route, and the frontier route. Now the 
frontier route is the survey which was to pass through 
the United States, but as Mr. Matheson says, it iS now 
part of the State of Maine given up by Canada by the 
Ashburton Treaty. 

COMMISSIONER ANGUS: The point was this - a survey 
was made? 


MR. MATHESON: Yes, the information I have given 
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from what Mr. Sinclair said, is that the present route 
of the C.P.R. is the route that Sir Sanford Fleming made. 

MR. SINCLAIR: They are all surveys on -old 
maps, -1 say generally speaking, 

A. There is a question there, Mr. Sinclair, and 
it may be a matter for argument, but in any event the 
C.P.R. route looking from the Nova Scotia angle, now 
goes into St. John and that is a distance of 488 miles 
roughly, plus 89.3 miles from St. John, New Brunswick 
to Moncton. 

Q. Are you reading from this sheet you are handing 
to the Commission? 

PP eN@y: UL am speaking from memory. 

Q. I think we might as well let the Commissioners 
follow this. I handed to Mr. Matheson a computation I 
made dealing with the so-called 250 extra miles, and that 
is based on the actual mileage of the three lines now 
built, the distances taken from the official figures and 
tables’ of the Cenadian National and Canadian Pacific 
Railways, and I presumed that Mr. Matheson, most people 
but particularly Mr. Matheson, would agree with me that 
Moncton is the hub of the Maritimes, so that any figure 
that is to MOncton and goes through Moncton into Halifax, 
the lines would all follow the same route. That is 
correct, Mr. Matheson? 

A. No, I represent the Maritime Trade Commission, 
and Amherst might be a little peeved if I said that 
Moncton was the hub of the Maritimes. 

THE CHAIRMAN: What were you saying? 

A. I said I accepted his statement with qualificat- 
ions. I represent the Maritimes Trade Commission and some 


other community might be a little peeved. 
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MR. SINCLAIR: Well, this sonpuLateeh of mileage 
I think should be put right. into the record: 
“MILEAGE OF INTERCOLONIAL TO MONCTON COMPARED 
WITH MILEAGE OF NATIONAL TRANSCONTINENTAL AND 


- ~ CANADIAN PACIFIC~ 


Montreal-Saint John C.P. 487.9 
Saint John-Moncton Cun: Bons Tatras 


Extra to Moncton 


Montreal-Moncton CN-IC 647.5 Ties 
Montreal-Moncton CN-NT 613.3 Siowne 
Montreal-Moncton CN-IC 647.5 

Moncton-Saint John CN SO.” 736.0 eae ue 


and it says that the so-called 250 miles excessive is 
Only secured if you.go via the Intercolonial to St.John, 
and that actually the excessive of mileage is 70 (I am 
speaking from memory). 

THE CHAIRMAN: What about somebody going to Halifax 
then? 

MR. SINCLAIR: Well, no matter what route they built, 
they go in from Moncton. 

THE CHAIRMAN: But that is a different thing, going 
in py Intercolonial and the other way. 

THE WITNESS: 803 miles is the short line from 
Montreal to Halifax. 

Mr. inclair; The extra mileage is 70.3 miles. 

THE CHAIRMAN: I am saying from Montreal to Halifax. 

MR. SINCLAIR: By the shortest route, as compared 
to the longest route, the extra is 70.3 miles, because as 
I say here in this little sheet: "Extra to Moncton” so 


that it is the same thing in or out to Moncton. 
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and you say it was in that condition when the Duncan 
Commission made their report, that report held that not 
withstanding the condition of facilities, there were 
Still reasons why the Maritimes Provinces were entitled 
to special consideration. Parliament agreed to that 
and granted special concessions. Now Mr. Matheson says 
that conditions have altered, so that the consideration 
provided by Parliament is no longer adequate. That is 
what you say, is it not, Mr. Matheson? 

A. That is correct, Mr. Chairman. 

Q. And you want something additional now. You 
want changes made? 

A. In line with what we consider - If the cond:tions 
were anticipated such as the competitive conditions that 
resulted in upsetting the apple cart, such as the benefits 
accruing from the Maritimes Freight Rates Act and competit- 
ion with the horizontal freight rate increases, we are 
Saying that if these had been envisaged, perhaps the 
Duncan Commission might have made provision to take care 
of such a condition. 

QA. In other words, you think that Parliament now 
should be asked to reconsider it? 

A. That is right, Mr. Chairman. 

MR. SINCLAIR: Well my lord, the amazing thing is 
one of the reasons assigned by the Duncan Commission was 
an excessive mileage of 250 miles. Now I say there is 
no extra 250 miles and I think that if the Maritime Trans- 
portation 
Commission is using that to support their argument, as 
they appear to do from their: brief, they might bring 
some evidence before the Commission. 

THE WITNESS: Mr. Chairman, in answer to that, the 


short-line mileage, the air-line mileage from Moncton to 
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Montreal as predicated on the fixes of the Trans- 
Canada Air Lines is 448 miles. Because of 

these fixes and making allowance for these fixes you 
deduct 20 miles which brings that figure down to 428. 
Dorval Airport is 11 miles by highway from Montreal's 


centre and approximately 8 or 9 miles from the centre of 


Montreal by air, and the airport at Moncton, New Brunswick, 


is approximately 6 miles in a straight line from the 
centre of Moncton, making a total of 14 miles, which 
deducted from 428 gives you a mileage of 414. I am 
not certain whether the Trans-Canada Airlines route is 
predicated on the basis as the crow flies, so with that 
allowance (let us assume that it is) that gives us 414 
miles. 
Now, from Montreal to Moncton, on the Intercolonial 
the mileage is 648 miles, so 648 less 414 is roughly 
234 miles. Now the Duncan Commission made a finding. 
I presume that the Duncan Commission was very careful 
in their analysis of what the actual mileage was, and 
they, in their report, definitely state 250 miles. There 
is ,at Chapter 6, page 77 of the History of the Inter- 
colonial Railway, specific reference made to the route 
across the so-called Ashburton Treaty territory. For 
example, this statement is found in that particular 
chapter: 
"Tf in such circumstances, an intercolonial line 
to connect the cities of the Maritime provinces 
with those of the St.Lawrence had been constructed, 
the building of 250 miles of railway, representing 
an expenditure of $10,000,000. would have been 
unnecessary. | 


I take it that the engineer, Sir Sandford Fleming, 
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must have been an exceptionally good engineer, because 
I believe at one time that he served as the Chief 
Engineer of the Canadian Pacific Railway, and I do not 
believe they would have hired him if he had made an 
error of 40%. 

MR. SINCLAIR: Well,maybe he learned that he could 
not build a railway as the crow flies. Now, what I 
really want and wish you to answer, Mr. Matheson, is, are 
you making any claim for special treatment in regard to 
rates based on excessive railway mileage? We will say 
250 af youl Eke: 

A. No, I believe Mr. Sinclair, that that has been 
more or less from the mileage standpoint, taken care of. 

Q. Thank you. So therefore your claims are based 


on geographic disadvantages? 


(Page a7310 follows) 
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A. Geographic and economic, which were also recog- 
nized by the Duncan Commission in their finding, and in- 
corporated in the preamble to the Maritime Freight Rates 
Act. 

Q@. Now, looking at your geographic disadvantage, I 
will give you some rates and distances from Ontario points 
to the central market as compared with Maritime distances 
and rates to the same market, and ask you in the light of 
these if it is not a fact that there are factors other 
than economic and geographic disadvantage that have no 
relation to transportation which are the real factors and 
which are the real basis of your problem. Now, we will 
compare class rates first: . St. John to Montreal, that 
is 488 miles. Compare that with from Sudbury to Montreal, 
which is 442 miles, and I will make the comparison. The 
Pore: rave = Willi mesd is ot. John and the second: one wait 
be Sudbury. “First class, 114, 132;..100, 114; 86 .-- 

A. That is St. John to Montreal, 114? 

Oy fare ceolessa st. worn co Montreal. 3rd clase, 
66, Gos 4th class; #72, 82; Sth class -- 

Me With ovases) 457 4 Sl. 

Gn wv tiectlassy4s: 724 162s) Sth class, is 56,663) nd 
the relaticnship goes on. I suggest to you if you check, 
Mr. Matheson, you will find, comparing Moncton with the 
Soo, to Montreal, on class rates, you will find that 
Moncton, which is 614 miles from Montreal as against 622 
miles from the Soo to Montreal, has quite substantially 
a lower rate. The same applies comparing Halifax with 
Marathon, Ontario, where Halifax is 803 miles and 
Marathon 806 miles, or comparing Sydney, which is 956 
miles, with Fort William, which has995 miles to go to be 
in Montreal. Now, dealing with commodities, taking 


forgings, iron or steel, from Trenton, Nova Scotia, to 


gis 

: we 
oer odetty 
Bent) te 


= heal 
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Montreal, 775 miles, 38 cents; the same commodities, 
Hamilton to Montreal, 373 miles, 45 cents. Railway car 
material -- 

A. Just one moment, now. You say Hamilton to 
Montreal, 45; is that the specific rate, or is there also 
in addition to that, Mr. Sinclair, a special competitive 
rate? Are these the lowest rates you are giving me? 

Q. These are commodity rates; that is a specific 
commodity rate. 

A. That is not a competitive rate? 

. Not a competitive rate, a special rate. 


It is a special rate, but not a competitive rate. 


Be 2 


Tiat, Lserient. 
THE CHAIRMAN: Well, is there a competitive 
race In force, actually? 
MR. SINCLAIR: No. 
THE CHAIRMAN: Then you are giving us the rate 
actually charged in all these cases, Mr. Sinclair? 
Minoo ounene That Ts right. 

Qs Rallway car material, Trenton, 775 miles to 
Montreal, the rate is 33 cents; Hamilton, 373 miles to 
Montreal, there is no commodity rate but the 5th class 
rate is 56 cents and the 6th class rate is 52 cents. 

A. Just one moment, now. There is no commodity 
rate. Is there any movement of this railway car material 
from Hamilton to Montreal? -- because it won't be a com- 
Harieon, Lt 1t issa fair comparison, Mr. Sinclair -- 

Q. The answer is, yes, there is movement on the 
class rate. 

A. Very much? 

@. All I am instructed is that there is movement; 
these are not paper rates. 


A. It might make a very great difference. It is okay. 
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Q. Iron and steel articles, Trenton to Montreal, 
mileage 775, 38 cents. Sydney to Montreal, 956 miles, 
43 cents. Hamilton, 373 miles, 45 cents. And TI suggest 
that you will find the same comparisons on lumber and 
potatoes. For instance, as to potatoes, there is not 
much movement from Ontario to the Montreal market, because 
it is pretty well served from the Maritimes, in so far as 
potatoes are imported, I understand, but the comparison 
is, Woodstock, 455 miles, 37 cents; Aroostook, New 
Brunswick, 510 miles, 37 cents; Leamington, Ontario, to 
Montreal, 553 miles, 52 cents. Now, in regard to those 
matters, those commodities and those class rates, 
Mr. Matheson, certainly transportation cannot be said 
to be the problem, can it? 

A. in answer to) that, Mr. Sinclair - 

THE CHAIRMAN: Q. What do you say, Mr.Matheson? 

A. In answer to Mr. Sinclair, you can take any 
Specific point and make some comparisons along that line. 
Now, in so far as Montreal is concerned, it does indicate 
that under these Maritime rates, so-called, reduced under 
the Maritime Freight Rates Act,it does give an advantage 
ratewise, For example, as you illustrate, I think, the 
case of class rates from Sudbury to Montreal for a dif- 
ference in mileage of around 46 miles, it does give an 
advantage on the Maritime Freight Rates Act. There are 
two reasons for that, or probably three. One is that it 
is the rate reduced under the Maritime Freight Rates Acts 
and of course, being a rate reduced under the Maritime 
Freight Rates Act, it is not to be used as a criterion 
of reasonableness in relation to other rates, according to 
Section 7 of the Maritime Freight Rates Act. Number two, 
basically I would say these rates were influenced by water 


competition in their initial stages, and reflected, with 
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some changes throughout the years. And number three, 
there is the question of the construction of the inter- 
territorial rate basis which reflects the lower interior 
rates within the Maritime Provinces and the groupings 

of the Maritime Provinces. So when you come to groups -- 

Q. Well, do you -- 

Be “LOwLi legenish this, if I mayy-and then-1 will 
go back to your point. 

OF ALLEL ene pl will sit «down. 

Aw So when you take any groups there and stick down 
mileages and try to compare them with mileages, I think 
you know yourself that you have got to make allowances 
for the particular groups. 

Q. You have told us that the Maritime Provinces, 
then, at least have three transportation advantages that 
you listed that would not be operative in certain other 
sections of Canada? 

A. Transportation advantages which I think were -- 

Q. It is very easy; can we -- 

A. One moment; I am not finished yet, Mr,.Sinclair. 
A transportation advantage in so far as Montreal is con- 
cerned, which -- we will take just referring to the class 
rates, the finding of the Duncan Commission, in order to 
obviate certain other conditions that obtained in 
relation to the Maritime Provinces, in order to assist 
them to get their products outside of the Maritime 
Provinces, or: not ateald. 

Q. Therefore you are putting your case, then, solely 
on economic grounds; we have ruled out excessive mileage, 
now we have ruled out transportation, and now we have 
economic grounds left; is that correct? 

A. Economic grounds in relation to historical aspects 


and the purpose and intent of the Intercolonyal Railway. 
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Q. So that is the basis that we get down to and on 
which you rest your case in these briefs? 
A... Of, -GePinitely, 
Q@. And no other basis? 
A. The fact that we have to get the markets in the 
rest of Canada in order for the Maritimes to exist. 
Q. Rather than take up the time -- 
THE CHAIRMAN: Yes, but I must say, though, 
very much earlier in his exposition of his case Mr.Matheson 
told us that conditions had altered so much in the way of 
freight rates, competitive rates, and so on, that the 
special arrangement made concerning the Maritimes had been 
eaten into. 
. Now, isn't that what you said? 
On, definitely. 


Q 
A 
Qwal> 26.n0r only economic grounds? 
A. The competitive rates -- 

Q 


o) Telivus ehortiy again, what. 1s your position 
about that? What direct change has taken place in rail- 
way rates which you feel displaces you from the position 
in which the Maritime Freight Rates Act was intended to 
place you? 

A. Well, pursuant to the effective date of the 
Maritime Freight Rates Act, July 1, 1927, and more 
specifically during the period 1930 on to just before 
the war, competitive rate reductions were implemented 
in the central provinces, which had the tendency of 
offsetting the advantages which we considered inherent 
in the Maritime Freight Rates Act. 

Q. Now, does your brief particularize those cases? 

A. Definitely, sir. In Exhibit 47 there are quite 
a few appendices covering that specific point. 


MR. SINCLAIR: Q. Then you want to change 
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the answer you gave to me; your case is not based solely 
on economic grounds, then? 

A. As I said earlier -- I think I said it -- there 
were the changes in transportation conditions and circum- 
stances, competitive and otherwise, which also had a 
pearing in regard to our stand in this brief. 

Q. Well, the rate comparisons I gave you were 
existing rates. Where is your disadvantage on those? 

We will have to go over them again, apparently, Mr.Matheson. 

A. Well, for example, you are taking from Sudbury 
on the class rates. To give you one specific illustration, 
the first class rate for a distance as you have given me -- 
and I assume they have been checked by your traffic men -- 
of 114, in regard to an 1.c.1. movement which that would 
cover, there is involved a free pick-up and delivery ser- 
vice. Now, when I say free pick-up and delivery service, 
for the distance of 488 miles, under the conditions that 
obtained before the recent increases, there might have 
been a small surcharge to cover the pick-up and delivery. 
Now, in regard to our shipment say from St. John to 
Montreal, om an 1l.c.1. shipment our shipper would have 
to deliver the shipment to the station or pay a trucker, 
and in competition in Montreal he would have also to pay 
the truck at destination, so there is an illustration of 
a change of a competitive rate obtaining, which would tend 
to wipe out the advantage which we had expected or thought 
we had obtained under the Maritime Freight Rates Act. 

Q. Then the rate I gave you from Sudbury to Montreal, 
‘Ist class, 1.32, was a straight class rate, and it did 
not include P. and D. charges, so that if P. and D, charges 


were there that rate would be higher and your position 


would be maintained? 


A. You can check that with Mr. Jefferson. The lst 
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class rate is approximately the pick-up and delivery 
basis, excepting when the 15 per cent increase was 
effectuated last September, that was held on, and that 
has been lowered somewhat with the 8 per cent which just 
was effected recently. So generally speaking, looking 
at the picture, Mr. Sinclair, going back, that 1.14 rate 
was approximately the pick-up and delivery rate that 
applied between -- rather, the Sudbury to Montreal, of 
Dede 5) SOULE Bay. 

Q, That was-true at one time, but it is not now? 


A. Well, it is only a temporary situation as I see 


Q. Oh? 

Ay yOu; £ee,. tasv september 15, Mr; Sinelair, you 
implemented an increase in competitive rates. Included 
in that competitive category were your P. and D. rates 
in Ontario and Quebec, and that was the time you had 
VOUT sppstoeation for 42.15 per cent increase and a 20 per 
cent increase to apply to your normal rates, and the 
spread that was created by that has gone back partly by 
the 8 per cent increase, which I understand you are not 
satisfied with, you see, so the tendency is toward that 
equalization. 

Q. I see; and you do not think the competitive rate 
will go back? 

A. Ido not think the competitive rate will go back 
again? Well, that is in your hands. I would not say. 
Doemighy or might not. 

Q. Well, it was you who said it was temporary, 
not me. 

A. I think it is temporary. 

Q. You think it is going to go down? 


A. The competitive rate? No, no. I say the 
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relationship between the competitive rate and the normal 
class which you have given me will tend to be more 
equalized if you get another increase, on the rates other 
than competitive. 

Q. Now, Mr. Matheson, in your brief you suggested 
that one of the reasons, or the reason -- you suggested 
that the reason that the railways applied for percentage 
increases was because of competition on short hauls, 

That is what I get from your brief; am I correctly inter- 
preting your. brief? 

A. Just state that again, Mr. Sinclair. 

Q. The reason why the railways applied for percentage 
increases was because of competition on short hauls? 

A. Would you mind showing me the page on which I 
stated that in my brief? 

Q. Page (f). I take it that is your suggestion. 

I will try to deal with this generally, Mr. Matheson, or 
I will. be too long with you. 

A. IL appreciate that. I just want to get that par- 
ticular part that you have got there. 

Q. The first complete paragraph. 

A. "The applications of the Railway Association of 

Canada in 1946 and 1948 for uniform" -- 

Q. I don't think you need to read it; that is the 
one. 

ia) Pwd reae ey: 

ve . percentage increases would indicate that the 
railways are looking more and more towards long- 
haul freight traffic for increased revenue to offset 
the deterioration in returns from other sources, 
such as short hauls" -- 

Q. So the answer to my question is what? Yes? 


A. Yes. 
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Q. Yes? 

A. The answer to this question, just reading that 
over, Uo say 26 yes’. 

Q.' Well, never’ mind that, Mr. Matheson. I think we 
might get along a lot better -- perhaps I might have the 
question read to you. 

THE REPORTER: "The reason why the railways 
applied for percentage increases was because of 
competition on short hauls?" 

MR. SINCLAIR: Q. Is that your view? 

AS, i WAdd Stick to. what I°said at page (if), 

Mr. Sinclair, not the way that question is put. It gives 
me a different slant altogether, and I stick to what I 
have said right in my brief. 

Q. You do not want to answer that? 

Ace No, ~detinitelyrnot. I think it is answered right 
there inomy brief. 

Oe LOUL do? 

A. Not the question you gave me. You are referring 
to the second paragraph. 

Gar AIA Fishy, £ will just. have it noted on the 
record that you did not want to answer the question. Now, 
Mr. Matheson, through rates between central Canada and 
the Maritimes, not only eastbound but also westbound, where 
there is a 20 per cent advantage for part of the haul, are 
generally speaking lower than the schedule A basis, even 
after you deduct 250 miles; that is right? 

A. Yes, definitely. That was the basis that was put 
as an inter-territorial rate. It was lowered back in 1923 
or 1924, 

Q. So that you have the advantage of the schedule A 
rates? 


AS That. is. right. 
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Q. And 250 miles below that? 

A. If you take St. John, referring to St. John 
as your base, it is one block, roughly speaking one 
block lower than schedule A rates. You are taking 
St. John as your base there, as the rates have evolved, 
and since that time and in relation to the regular groups, 

which was a recognized condition historically, in con- 
nection with the maritime freight rate structure, that 
gives-you thelpictures Mr.'Sinelair. 

Q. I think possibly the best way t do this is to 
ask if I canifilevas an’ exhibit a-statement of class 
rates between Montreal, Toronto and specified points 
in the Maritime Provinces, based on -- 

THE CHAIRMAN: Those are the class rates? 

MR. SENCLAIR: Yes; based on present rates, 
eastbound, westbound; schedule A for actual distance 
via Rimouski, Quebec; schedule A for actual miles, less 
250 miles, via Rimouski, Quebec; and schedule A for 
distance via Edmundston, New Brunswick. 

MR. DESMARAIS: That will be Exhibit 105. 

EXHIBIT No..105: C.P.R. statement of 
class rates between 
Montreal, Toronto and 
specified points in the 
Maritime Provinces. 

MR. SINCLAIR: I have plenty of copies for the 
use of the Commission and for the use of counsel. 

Q. Now, Mr. Matheson, freight traffic to and from 
the Maritimes in the main moves over the route of the 
National Transcontinental and the Canadian Pacific; that 
ts correct, is “it not? 

AS In the main? 

Q. Yes. 

A. Traffic originating on the Canadian National 
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Railway moves mostly -- that is, freight traffic -- over 
the N.T.R., and traffic going to C.P.R. territory over 
the C.P.R. track from St. John west, 

Q. So the route of the Intercolonial is only used 
for passenger business and local freight business? 

A. Oh, no, definitely not. I say most of the freight 
traffic. There are through trains on the C:N.R. via the 
jong route, definitely. 

Go Butiin the waitin; E\said. 

A. Oh, in the main, most of the manifest trains, 
what they call the manifest trains or the through freight 
trains -- 

THE CHAIRMAN:Q@.What you call what? 

A.’ Manifestrtrains, sir; move on the N.T.R., on 
the National Transcontinental Railway. 

MR. SINCLAIR: @Q. So that actually, Mr.Matheson, 
your proposal for treating the Intercolonial as an 
independent organization for rate-making purposes is 
really a device to force lower rates on the routes where 
the traffic in the main does move? 

A. Would you repeat that question, Mr. Sinclair? 

MAS CINCUATRe | Would syou read it, please, 

Mr. Reporter? 

THE REPORTER So. that actually, Mr.Matheson, 
your proposal for treating the Intercolonial as an 
independent organization for rate-making purposes 
is really a device to force lower rates on the routes 
where the traffic in the main does move?" 

THE WITNESS: I would not answer that question 

ves, Mr. Sinclair, formthis reason -- 

MR. SINCLAIR: Q. Would you answer it no? 
yok Se ehise, Vemeulntiave to qualify it.’ You see, 


you must remember, there is a grouping arrangement 
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throughout the whole maritime structure. Now, if the 
N.T.R. was not there at all, the same rate that was set 
on July 1, 1927, would still obtain, so I could not 
answer your question that way, Mr. Sinclair. I would 
have to qualify it to that extent, recognizing the 
groupings. 

Q. The purpose, I say, of you asking this Commission 
to recommend that the Intercolonial be treated as a 
separate entity for rate-making purposes is merely a 
device to force lower rates on the routes on which the 
traffic now moves, because surely you are not suggesting 
that all the freight traffic to the Maritimes, to and 
from the Maritimes, should follow the more circuitous 
route of the Intercolonial, are you? 

Ay NO, MOG definitely not: but I do not see the 
Downer on our duestronoat all, Mr. Sinclair, - 7 think 
it is quite clearly stated in the brief that the purpose 
and intent of the Intercolonial Railway as a separate 
entity is in order to give recognition to the purpose 
and intent of the railway as a means to facilitate the 
shipping of goods out of the Maritime Provinces, as we 
understand it, which policy was laid down in past years, 
by a rate structure, up to the year 191c. 

Q. Suppose the natural resources of the Maritimes 
are so thin that the existing population can never enjoy 
the standard of consumption and production equal to the 
national average, even if the freight was carried free 
on the Intercolonial, what would you suggest was the 
transportation problem then? 

A. There are some people in the Maritimes who even 
went so far as to suggest that the freight should be 
carried free -- "for free", to put it that way -- 
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A. I am not. finished; which the Duncan Commission 
found was. perhaps a little ridiculous, to go that far -- 
that there should be some charge. 

Q. So that by setting up the Intercolonial as a 
separate entity for rate-making purposes, it is not so 
that you will be able to manipulate the rate structure 
on the other route at all; that is your contention? 

Aw Oy vetlanswer Uthat, in*so.far as the C.P.R.'s 
position is concerned; we feel that if there were some 
adjustments necessary to facilitate an industry getting 
into the market, there should be some recompense to the 
C.P.R. based on what otherwise would be the normal rate, 
so that they would be protected in somewhat the same 
manner as is being done now under the Maritime Freight 


Rates Act. 


(Page 7325 follows) 
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Q. Well then, Mr. Matheson, so if all the economic 
and geographic disadvantages of the Maritime provinces 
were taken care of by subsidy or otherwise, so that they 
were able to compete absolutely to the zenith in the 
Central and Western Canadian markets, what do you think 
would be the demand from the Central and Western Canadian 
markets for similar treatment? 

THE CHAIRMAN: You mean shippers? 

MR. SINCLAIR: Yes, my.dord. 

A. I think, if they had an identical case as has 
been found in connection with the Maritimes in relation 
to the Intercolonial Railway and the purpose and intent 
thereof, that that might be a matter for consideration. 

Q. Well, if Alberta had disadvantages - - 

MR. FRAWLEY: Don't you think we have? 

MR. SINCLAIR: I suppose so. I said if Alberta had 
disadvantages and those were advantages in the Maritimes, 
do you think Alberta should be compensated to put it on an 
equality basis with the Maritimes? 

A Welt, LL. umegine vou: have to be, consistent in 
connection with a proposal of that kind. 

Q. If that was done how would your position be 
advanced one iota? 

A. Oh I don't think we would have very much concern 
so far as Alberta is concerned, and the markets of Central 
Canada. 

Q. The same thing would apply to Ontario , Quebec, or 
any other province, and I want to know Mr. Matheson, where 
do you think it would end? 

A. Well, I suppose there has not been so many - you 
must remember it is 1927 since the Maritime Freight Rates 


Act was passed. That is over 22 years ago and I don't 


if 
| iene? Me 


a) (i 


- 7326 - Mr, Matheson Cr.=Ex. 


think there has been very much difficulty. 

THE CHAIRMAN: What do you say about it? 

Ay) here as nov pecn very much Girficulty im 
regard to the application of that Act Since 1927. Mr. 
Sinclair is leaving the impression that it would lead 
from one thing to the other. All we are asking at the 
present time, af we Dring it up to date, is ‘that we’ think 
there should be certain adjustments in line with what we 
thought was the purpose, and intent, of the Act. 

Q. You think the Act itself ought to be amended, 
do you? 

Ace Delinively (air, 

Q. Have you provided any suggestions for that? 

A. I suggested in my brief (I just forget the exact 
page) an amendment to Section 8. 

veto ag vs rnere, “chat is all rienc.’ DP ojuse wented 
to know. 

A. Yes, we have made several suggestions. 

Q. We have before us, in writing the actual 
amendments that you think ought to be introduced into that 
legislation? 

A. Yes, that is what amendments I had made or 
proposed xcepting where I made the proposal in connection 
with the arbitraries. I have not provided it in the form 
Of a SeCrion to be Incorporated in the Act, 

Q. Well you see, if you completed your brief and 
Mr. Sinclair had them, then we would have a very concrete 
matter to discuss. 

A. That is fine, Mr. Chairman. I will undertake to 
draft out what my suggested amendments are in detail, 

MR. SINCLATR: On page 52 of your brief, Mr. 
Matheson, you refer to Section 325 (5) of the Railway 


Act as the type of rate which goes to make up the present 
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rate structure. Those are the Crow's Nest Pass grain 
rates. The question I wanted to ask you is whether you 
think those rates reflect the various factors in rate- 
making which you set forth at page 52 of your brief, that 


is, the value of service, the value of the commodity, 


etc. 
MR. FRAWLEY: Whether they are compensatory or not? 
MR. SINCLAIR: Do you want me to ask him that too? 
MR. FRAWLEY: I was wondering if your question went 
that far? 


THE CHAIRMAN: Goes how far? 

MR. FRAWLEY: I am asking my friend if he is putting 
it to Mr. Matheson as to whether he has a view that the 
Crow's Nest Pass rates are compensatory or not? I asked 
that for a purpose, and I think my friend should state 
whether or not that is what he wants Mr. Matheson to 
express an opinion about. 

MR. SINCLAIR: I never asked him anything about 
compensatory rates. That is already before the Commission 
in Mr. Matheson's file, his estimate being that they are 
not compensatory to the extent of $32,000,000 per annum, 
which I would like to suggest, is a very excellent estimate 
in view of the material that was filed by the Cunadian 
Pacarse IN Cheir Drier). 

MR. FRAWLEY: And in respect to which material filed 
by the Canadian Pacific Railway there will be certain 
objections raised. 

MR. SINCLAIR: I cannot recall any objection being 
raised to Mr. Matheson's estimate of $32,000,000. 

MR. FRAWLEY; I am more concerned with your estimate, 

MR. SINCLAIR: It is only half as big. 

THE CHAIRMAN: You two gentlemen are in training. 

THE WITNESS: In the light of the question I wish to 
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defer from making any answer to that question. 

MR. SINCLAIR: I asked you if the Crow's Nest 
grain rate reflected all the factors that you set out 
ino pase 50 Or your brier, that ie the ability to pay, 
the value of service, cost - : 

A. My only answer to that, Mr. Sinclair, and being 
fair, is that those are statutory rates as provided under 
the Act. Now, just as it is said in the Maritime Freight 
Retes Act, Section y/, all the factors’ that you take into 
consideration regarding the reasonableness of rates and 
so on, iS passed by the Board. 

Qe, webs Loe 

A. Insofar as any complaints arising in regard to 
their rates under the Maritimes Freight Rates Act, 
section 7. 

Q. Do you say a Similar situation exists in regard 
to the Crows's Nest Pass rates? 

A. I would say yes, insofar as the Crow's Nest Pass 
rates in regard to any comparison I might make or anybody 
might make. There has been a decision, as you know, 
handed down by the Board of Transport Commissioners that 
you cannot claim that those rates are unjustly discriminat- 
ory in relation to those Crowts Nest Rates, so therefore, 
when you are dealing with the reasonableness of those 
rates, all these factors which you say are set out at 
pagé 50, come into play, so I will leave it at that, 

Mr. Sinclair. 

Q. I asked you if those Crow's Nest Pass rates, in 
your opinion, reflected the various factors that you said 
should be taken into account in fixing rates? 

A. I would not know, Mr. Sinclair, without studying 


those rates very carefully. No, I would definitely not. 
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Q. Would you think that rates that have remained 
fixed since 1889 reflected the factors? 

MR. FRAWLEY: Now of course, my lord, if my friend 
is trying to get in in this way with a side-wind, a 
further attack upon the Crow's Nest Pass grain rates, 

I register an objection. I think he should be stopped. 
We still have not said all we have to say about the 
Crow's Nest Pass grain rates and I really do not think 
it is right that my friend should now, in view of certain 
information he has, that he should now endeavor from 

Mr. Matheson to attempt to substantiate the attack he has 
tried to make on the Crow's Nest Pass rates, the attack 

I mean that they are not compensatory. Ll am confining 
my remarks to that point. 

THE CHAIRMAN: We have, of course, to be careful 
what questiors are put, but Mr. Matheson is here and fle is 
talking for a certain area of Canada, and what disadvantages 
So 18 vnder in respect Of freight rates. Well, Mr. 
Sinclair then is referring to other areas of Canada and 
asking what Mr. Matheson thinks that the people there are 
being given. I do not really see what prejudice there is 
to the Crow's Nest Pass rates themselves from those 
questions. 

MR. FRAWLEY: Except, my lord, my friend in cross 
examination, perhaps should be allowed to get from the 
witness any information he likes on these rates, but what 
I object to is that the Canadian Pacific Railway now, 
through this line of examination, is it endeavouring to 
find some support for an attack on the compensatory nature 
of the Crow's Nest Pass grain rates? That is all, my 
lord. At the moment the question does not touch it very 
much, but if it is leading to that, then I object. 


THE CHAIRMAN: Do you think there is any harm in 
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that? 

MR. FRAWLEY: By having Mr. Matheson express 
an opinion about ity no. 

THE CHAIRMAN: For instance, if you saw an 
Opportunity through Mr. Matheson or another witness, 
to support the case which you intend to prevent 
eventually, I do not see why you should not do it. 

MR. FRAWLEY: No, I quite agree, except my lord, 
that there are some limitations placed upon the attack 
which the Canadian Pacific Railway has made upon the 
compensatory nature of the Crow's Nest Pass grain rates. 
If I thought the matter were open, that is a different 
matter altogether. 

THE CHAIRMAN: Well, of course, you are speton ace 
ings 

MR. FRAWLEY: Yes. 

THE CHAIRMAN: ,. You have in mind how far the 
Commission is prepared to go in considering whether 
or not any given rates in Canada between one point or 
another, are compensatory or not? 

MR. FRAWLEY; That is what I have in mind precisely, 
my lord. 

Q. THE CHAIRMAN: You know we are not at this 
present time disposed to do that? 

MR. FRAWLEY: That is right, sir, and it was with 
that in mind that I thought my friend's question was 
somewhat out of order, even if he is cross-examining and 
asking Mr. Matheson for an opinion, 

THE CHAIRMAN: Well, we will let Mr. Sinclair 
proceed and we will see from question to question 
whether he does trespass on forbidden or dangerous 
ground. What do you want to get? 

MR. SINCLAIR: As an experienced transportatim 
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man who is put forward here by the Maritime Transportation 
Commission to give opinion evidence as to the principles 
of rate-making, I think it is most improper for Mr. 
Frawley to say that he should not express an opinion as 

to whether rates fixed in 1899 reflect the factors that 
this transportation expert said should be reflected in 
rate making. 

MR. FRAWLEY: My friend has misconceived my objection. 
I was objecting to my friend pursuing that type of 
question;. I was not objecting to the witness. 

THE CHAIRMAN: It depends how far he pursues it. 

MR. SINCLAIR: I must say Mr. Frawley is acutely 
sensitive about the compensatory nature of the Crow's Nest 
Pass grain rates. 

MR. FRAWLEY: You give me a chance to say that. 

THE CHAIRMAN: We know that the Crow's Nest Pass 
raves “are set out by begislation. What is 1t you want to 
know from him? 

MR. SINCLAIR: I merely asked him whether,in his 
Opinion rates that were fixed in 1889 reflected the 
factors that he said, in his brief, should be taken into 
account in fixing rates, mainly, among other, value of 
service, costs, building, traffic to bear, and so forth. 

THE CHAIRMAN: Then why go back to 1889? If the 
principles he is laying down aregood, they are always 
good. 

MR. SINCLAIR: He referred to those rates - 

"The rates which make up the present structure consist 

of standard class, special class, commodity (including 

mileage, special point to point tolls, competitive 

and otherwise) agreed charges as authorized under 

Part 5 of the Transport Act, and called statutory 


rates provided by the Maritime Freight Rates Act, 
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(including the different types of rates designated) 
and subsection 5 of section 325 of the Railway 

Act. Standard class and agreed charges require 
specific approval of the Board of Transport 
Commissioners. All other rates published by the 
carriers are merely filed with the Board. The 
jurisdiction of the Board in the matter of those 

rates is principally circumscribed within considerat- 
ions respecting reasonableness and discrimination. 

The Board does not initiate rates, but on its 

own motion or on complaint, can require the carriers 
to change rates which are unlawful, unjustly 
discriminatory and for unreasonable. Rates that 

have been prescribed by the Board cannot be increased 
unless it is indicated to the Board's satisfaction 
that the rates had become unreasonable, unjustly 
discriminatory or both. Nor can rates established 
under the Maritime Freight Rates Act be increased 
without compliance without the Act." 


that 28 wneacop Of page 52. \He says these are 


different types of rates which make up the present rate 


structure. 


that 


THE CHAIRMAN: Well, that isa fact, isn't it? 

MR SINCDATR:. That is a fact, but just previously to 
he is talking about rate making. He says: 

"Rate making is not an exact science. As a price 

for service changes take place daily within the 
structure, influenced principally by new traffic 
conditions, industrial developments, and competition. 
Since the commencement of railways in Canada, there 
have existed transportation problems related to a 
considerable degree to national policies and such 


geographical characteristics as topography, climate, 
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"and water routes. The establishment of individual 
juighe involve in some instances a degree of trad- 

ing but the railways, in reaching a decision, evident- 
ally take into consideration, among other things, 

what the traffic will bear, the cost of service, the 
value of the service, competition of other carriers, 


! 


the relationship -- etc. 

I am asking Mr. Matheson whether those principles 
of rate making should be a factor, in his opinion, in 
the statutory rates on grain. 

THE CHAIRMAN: Well, that is rather a matter of 
argument, isn't 10? 

MR, SINCLAIR: I don't think so, my lord. 

THE CHAIRMAN: Suppose he says yes. How much further 
ahead will you be? 

He says "Here they are" and he sets them out, and as 
I see that it seems to,me to be the case. These things 
are all there. Now I understand you are going to ask at 
some time or another, to alter some of them. Do you want 
Mr. Matheson to say - 

MR. SINCLAIR: No,my lord, I am not asking Mr. Matheson 
to do anything but express his opinion as a transportation 
expert who has spent over 20 years studying the problem. 

THE CHAIRMAN: His opinion of what? 

MR. SINCLAIR: Whether the statutory rates on grain 
refleet the various, factors - 

THE CHAIRMAN: I don't know what you mean by the 
word “reflect". You have to be careful. Whether the 
statutory rates on grain what? 

MR. SINCLAIR: Take into account, my lord, 
that he says should be the basis upon which the rate 
structure is made, namely, the value of the commodity, 


costs, etc. 
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MR. FRAWLEY: Then, my lord, isn't he asking the 
witness this: "Are not those rates compensatory? | 
I think that is a fair interpretation of the question. 

THE CHAIRMAN: No, I do not. 

Mr. COVERT: Pernaps my lord, I might add something 
to the discussion. Mr. Sinclair is asking of the witness 
whether or not a statutory rate does take into account 
these things which the railway says, or which he says 
the railway has taken into consideration in rate making. 
Now it would seem to me that perhaps it is evident that 
the fact that they are made by a statute would mean you 
could not take these things into account and maybe we 
are just beating the wind, because he has said these are 
fixed by statute. They may have been taken into 
account once. I am just wondering if that might clarify 
the question. 

THE CHAIRMAN: Now Mr. Matheson may not appreciate 
these things, although I think he does in the case of the 
Maritimes. 

MR» SINC LATRe 1) I wills putethe question to Mr. 
Matheson. 


THE CHAIRMAN: With all due consideration to Mr. 


Matheson what is the effect of that? Supposing Mr. Matheson 


says: "No, I don't think the statute should be there”, 
or if he says: "Yes, I think it should be there”, how 
far ahead are we one way or the other? 

MR. SINCLAIR: Then my lord, I will ask this Guestion 
first. These discussions and the objections of my learned 
friend, Mr. Frawley, have made it necessary for me to put 
this question next which I will to Mr. Matheson. Aare 
you in favour of statutory rates? 


THE CHAIRMAN: Yes, now that is a question. 
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MR. SINCLAIR: - such as are set forth in Section 
325 (5) of the Railway Act? 

A. My answer to that, Mr. Sinclair, is contained 
on page 135 of my brief in paragraph (i)" 

"The statutory rates on grain and grain products 

as provided by Seetion 325 (5) of the Railway Act, 

should be maintained.” 

THE CHAIRMAN: Well, Mr. Frawley, do you still object? 

MR. FRAWLEY: No, I make no objection, sir. It took 
a long time to get. to if, 

MR. SINCLATR: All right, Mr. Frawley. Even though 
the results of maintaining them is to cause the other 
shippers to pay $33,000,000 ,as your estimate is ,in 
charges that they would not have to pay if grain rates 
bore their fair share of the transportation? 

MR. FRAWLEY: I object to that. I object to practic- 
ally every word in the question. I do not think he should 
be allowed to ask it at all. There are inferences there 
which my friend should not be allowed to talk about. 


MR. EVANS: May I have a word to say? I should like 


GO clarify, this a bit. It seems to me that all parties 

here are here to express their views about all aspects of 
the matters committed to your Commission's jurisdiction, 

and it therefore seems to be proper in my humble ?submission, 
that alk witnesses who come before your Commission, might 
be asked for their views upon any aspect of the matters 
contained within your Commission's commission. When they 
have been asked they expressed their views. I think they 
should stamd cross examination on those views :f they do 
not happen to co-incide with the views of the person asking 


the question. I think the utmost right ought to be here 
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to ask the opinion of each representative. There should 
be no sensitive feeling on the part of people like 

Mr. Frawley, in my humble submission, because I suggest 

to this Commission that when our friends are going to be 
on the stand they are going to be asked a lot of iuestions 
that we might feel we had a right to object to, but I do 
not think I can suggest to your Commission that if those 
questions related to subjects about which it made sub- 
missions that I could find any basis for objecting to them. 

THE CHAIRMAN: Well, so long as we are dealing 
with matters which this Commission ts empowered to deal 
with, "intend to deal with, I do not see any reason why 
any witness might not be used to clarify any particular 
part of the inquiry. The weight that his opinion will 
receive 15. of..course, another thing. 

MR. EVANS: I quite agree. I think the Com- 
misSion will, of course, have to take the weight of the 
EVA dence . 

THE CHAIRMAN: Now you see Mr. Matheson says (I 
Suppose he has read from his brief) that what his opinion 
is about this particular statutory fixing of rates is 
that it should remain. He says he thinks it ought not 
to be disturbed. What then are these further questions 
to be addressed to? I think Mr. Sinclair said even if 
it entails a loss of $32,000,000, well, you are assuming 
that there is a loss of $33,000,000. 

MR. SINCLAIR: That is an estimate of the witness 
that he put on the record of this Commission and which my 
learned friend, Mr. Frawley, did not cross-examine him on, 
when he c osed his cross-examination, my friend 
Mr. Shepard. 

THE CHAIRMAN: Does Mr. Matheson say anywhere 


in his brief or oral evidence that the Crow's Nest Pass 
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System has entailed the loss of $32,000,000. 

MR. SINCLAIR: $33,000,000. 

THE CHAIRMAN: Where? 

MR. SINCLAIR: Footnote 188, page 136, part I: 

"It is estimated that on the basis of an average 
haul of 800 miles for Crow's Nest grain and grain 
produuts, and by using the Board's formula in the 

al pertcentiiceade (page 64, XXXVII J.0.R.& R. 1-A) 
and the 1922 rates before the Crow's Nest rates were 
re-established, the railways, instead of obtaining 

a 21 per cent increase as of April 8, 1948, would 
have obtained only an 8 per cent increase, and the 
reimbursements to both the C.N. and C.P. to maintain 
the Crow's Nest rates would have sherneen to 
$33,017)8207.4n the year 1947." 

And as I said, my learned friend, Mr. Frawley, 
and Mr. Shepard closed their cross-examination of 
Mr. Matheson without cross-examining him or making any 
reference to that whatsoever. 

THE WITNESS: I might say, in regard to that 
figure, I was discussing the various proposals that were 
made as to recompensing the railways for the difference 
in the Crow's Nest rates and the rates that obtained 
in 1922, and I said in the same manner as reimbursements 
are made in the Maritime Freight Rates Act. I said on 
page 135: 

Noe it is believed that a determination should first 
be made as to what the normal rate would be after 
taking into consideration the density of the grain 
traffic, train load movements, per car revenues, 

the incidence of Crow's Nest rates in relation to 
the Western rate structure and other factors. If, 


pursuant to a careful study, it should appear that 
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the Crow's Nest rates on grain and grain products 
are relatively non-compensatory it would seem fair 
and reasonable that the railways should be reim- 
bursed for any deficiencies.” 
And the footnote 188 follows that as a qualification 
which I was making predicated on a rate which existed 
before the Crow's Nest rates were reinstituted in 1922, 

MR. SINCLAIR: There was Mr. Matheson's 
estimate -- 

THE CHAIRMAN: If it turns out that these 
rates are relatively non-compensatory, then he says it 
would be fair and reasonable that they be reimbursed for 
these deficiencies. That is his opinion and when he 
expressed that opinion he had before him figures which 
showed, as he says, a figure of $33,000,000. What else 
du you want to know from him? 

MR. SINCLAIR: I am asking Mr. Matheson this, 
that if grain rates are not allowed to change with the 
changing conditions and cost of transportation, is he 
prepared to have his rates in the Maritime Provinces 
take up a slack of $33,000,000 a year or their pro- 
portion of it. Is he willing to have that continued? 

Tit We tNeoee, ) Lechink 1b is quite clear, 
think in our brief, that we agree with the statements 
that have been made in previous investigations, that in 
the event of any finding along that line, where national 
policy dictates assistance or dictates special arrange- 
ments, that that should be looked upon for what it is 
and should be then not borne by the railways or by other 
shippers but should be a reimbursement or should result 
in some subsidy or arrangement of that nature. 

MR. SINCLAIR: Then to be very fair in trying 


to sum this up, Mr. Matheson, what your opinion is is 
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that the Board of Transport Commissioners should make 

a study of these rates, find the amount of the gericrency, 
and then the railways should be recompensed for that 
deficiency? 

A. Well, whatever this Royal Commission or the 
Board of Transport Commissioners, whoever would want to 
carry on that adjustment, if the adjustment has been made 
that there should be any relation to the proposals that 
have been made in connection with the Crow's Nest rates, 
if on a finding that they are non-compensatory and it has 
been burdensome to the rest of the Western Canada (I am 
speaking of Western Canada now --) 

Q. Not the Maritimes? 

A. -- that rates of that nature, the railway should 
be reimbursed for them. That is my view in that con- 
nection in anything that is done in connection with a 
national policy of that nature. 

2. So when you say that the statutory rates must 
be maintained, you are saying not at the expense of the 
railways and not at the expense of other shippers in 
Canada? 

A. But at the expense of the Dominion Government 
in connection with the national policy in relation to 
those rates. 

Q. But not at the expense of the railways or the 
other shippers in Canada? 

A. When you speak of the "other shippers” -- 

Q. Shippers other than grain? 


And those that pay the freight. 


I> 


Q. Then the answer then with that qualification is 
yes? 


A That 1s) rigat. 


---The Commission adjourned at 4,30 to meet again on 
Monday, November 7, 1949, at 10.30 a.m. 
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THE CHAIRMAN: All right, Mr. Covert. 

MR. COVERT: Mr. Chairmen, the first witness 
this morning is Mr. Matheson, but before he goes on the 
stand there ere a few things that I want to do, One 
is to put in as an exhibit what appears as Exhibit No. 2 
in the Canadian Food Processors! Association brief. 

It will be Exhibit 106. It is not new. As a matter 
of fact, it is done merely for purposes of transcription. 

MR. EVANS: Did you say 106? 

MR. COVERT; That is right. 

MR. EVANS: Whet was 105? 

THE SECRETARY: 105 was 3 statement of 
class rates filed by Mr. Sinclair. 

EXHIBIT NO. 106 --Brief of Canadian 
Food Processors 
Associtation,with tables. 

MR. COVERT: Next, Mr. Chairman, I want to read 
as telegram into the record sddressed to the Commission 
from Elphege Beaudoin, president of the Quebec Provincial 
Federation of Labour. It reads: 

"The Quebec Federation of Labour A.F. of L,, 

T.L.C., wish to be on record of supporting the 
Transport Drivers Union A.F. of L., one of our 
affilistes in their protest against the statements 
made by Mr. J. A. Kelly representing the Federated 
Railway Union before your Royal Commission of 
Transportation on November third stop As 

President of the Quebec Federation of Labour I 
wish to state that if the Roilwsy Union spokesman 
was accepted it would effect the national economy 


and cause much unemployment. It is surprising 
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that the Railway Unions who have advocated free 
enterprise for the last year are now recommending s 
monopoly at the expense of thousands of truck 
drivers who would be forced out of work. We 
sympathize with the Reilway Unions in their efforts 
to obtain better wages and working conditions and 
we suggest they stick to that, The interests of 
organized labour cannot be served by the Reilway 
Unions attempting to better their own cause at the 
expense of organized labour in the trucking 
industry." 
The telegram is dated November 4, 1949, sat Montreal, 
Quebec, snd is signed by Elphege Besudoin, President, 
Quebec Provincial Federation of Labour. I was asked 
by Mr. Hume for the opportunity to correct a statement 
which he hed made. 
THE CHAIRMAN: Mr. Hume had asked what? 
MR. COVERT: He asked my permission to correct 
a statement which he had made, but he is not here now. 
He will be here this afternoon, Mr. Matheson will 


return to the stand. 


RAND H. MATHESON, recalled 
CROSS-EXAMINATION BY MR. SINCLAIR (Cont'd) 


Q. Mr. Matheson, et the conclusion of the 
Commission's hearings on Friday last, you stated that 
you believed that the statutory rates on grain should be 
maintained but not at the expense of shippers other then 
grain, or the railways? 

THE CHAIRMAN: But not what? 
MR. SINCLAIR: Q. At the expense of shippers 
other than grain shippers or of the railways. That is 
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A. That is, Mr. Sinclair, if the statutory rates 
on grain and grain products were not compensatory then they 
Should not be borne by the railways or the other shippers. 

Q. Yes, and your estimate was in 1947, taking 
the Board's formuls, that the statutory rates on grain 
fell short by some $33,000,000? 

pe $33,017,120, according to my calculation, 

Q. Why do you think that the stetutory rates on 
grein should be maintained? 

A. On the proviso -- and I will hseve to use the 
word "if" there -- 

THE CHAIRMAN: Q. On what? 

a On the proviso -- and I will have to use the 
word "if" -- if they are essential in the national interest 
they should be maintained. 

Q. So that if unduly low rates are not necessary 
to move the western grain crop, you would not suggest 
that they be maintained? 

A. I believe, Mr. Sinclair, there is a matter of 
argument there, and far be it from me to express an 
opinion in answer to your question because I don't know 
enough about the grain economy to say whether they were 
needed or otherwise. 

Q. Now, I should like to ask you to turn your 
mind to the question of competitive rates which youdeal 
with in your brief at pages 63 and 64 of volume 1. 

Ya say that the effect of competitive rates in Ontario, 
to use your phrase, has whittled away the benefits 
received under the Maritime Freight Rates Act. If any 
industry in the maritimes was prejudicially affected by 
rates in Ontario, the Board under the Msritime Freight 
Rates Act is required to cancel such rate, is it not? 


As That is correct, but the problem there is to 
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prove prejudice. 

Q. So that the reason why you say there has been 
a whittling away is that you do not agree with certain 
decisions thst have been made in connection with that 
section of the Maritime Freight Rates Act. Is that 
correct? 

THE CHAIRMAN: Did you say certain 

decisions? 

MR. SINCLAIR: Yes. 

THE CHAIRMAN: Made by whom? 

MR. SINCLAIR: By the courts, for instance, in 
the potato case. 

THE WITNESS: In so far as the decisions are 
concerned, in the potato case it was laid down -- I think 
perhaps I will have to explain this -- that the Maritime 
Freight Rates Act applies to competitive rates outside 
the preferred territory but that we would have to indicate 
prejudice, and if we indicated prejudice under Section 8, 
all the power that the Board has under that section is 
to cancel the rates complained about, but not to imple- 
ment a corresponding reduction. There is also a question 
there that if the traffic was moving by truck, if the 
cause of the prejudice was with the trucks, it would 
render the situation quite difficult to prove. For 
example, in the potato case it was indicated that most 
of the competition from the Ontario srea, for which 
these competitive rates were established, was moving 
by truck, end the railways were getting a very small 
proportion of “it, Under those circumstances it was 
very difficult, if not impossible, to prove prejudice 
in relation to competitive rates. 

Q. Would you agree that a competitive rate should 


only be put in where the competition is in actual 
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existence or is potential? 

A. I agree that competitive rates should be put 
in whether the competition is potential or actual. 

Q. But only in those two cases? 

A, Are you including market competition in thst? 

Q. I say where the competition is potential or 
actual is the only basis? 

A, And including market competition. 

THE CHAIRMAN: Could there be any other case 
to justify the use of the word "competitive." 

MR. SINCLAIR: I do not think there can be, 

Mr. Chairman, but I think Mr. Matheson's brief suggests 
that there should be, 

THE WITNESS: Well, when I suggest there should 
be I am speaking of market competition as well. BB m sb, 
not want to repest it, but to go back to the inherent 
purpose and intent of the Intercolonial Railway -~ 

THE CHAIRMNN: Q. ee mean market competition 
between railways or between producers? 

A. When you spesk of market competition it is very 
closely related to the carriers. For example, if a 
railway put in a low rate to facilitate the movement of 
goods for an industry on its line, that would be a market 
competitive rate. That is to say, they are not putting 
in that rate to meet the competition of another carrier 
such as trucks or a water line or another rail line. 

Q. They ere meeting what then? 

A. Pardon? 

Q. What competition are they to meet? 

A. They sre meeting the competition of another 
industry which probably is nearer to the market. 

Qe On their own line of railway? 

A Ae I am speeking of another line. 


Q. On another line of railway? 
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A. That is right. 

Q. Then the competition is between two railways? 

A, Yes, thet is the difficulty, to disassociate 
it when you spesk of market competition. You see the 
basis of the rate for the other railway would be practical- 
ly the same as the basis of the rates on this roilway, 
but the other railway is nesrer to the particular market. 
Let us say the rate is 15¢ from X to Toronto, and on the 
other railway on the same basis of rate structure the 
rate is 25¢ from point Y to Toronto. The railway that 
is serving point Y wishes to get into that particular 
market, but it cannot at the rate of 25¢ vis a vis 15¢ 
with the other industry, and it reduces its rate to 
15¢. There is an illustration of what one would call 
market competition. 

Q. But between two railways? 

A. Yes. You see it is so difficult to disassociate 
it because it is to meet the competition of the other 
carrier, but the purpose of it is because of market 
competition. 

Q. What sbout this other competition that you 
yourself have in mind when you say that thereis s 
market for potatoes in central Canada and the producers 
in Quebec and Ontario ere nearer to it. You want the 
producers of the maritime provinces, who sare farther 
awsy, to have that market made available to them by 
lower freight rates. That is enother kind of market 
competition? 

A. thao Ls right. For example, it might not 
be the railways that are reducing the rates to the 
Toronto market. As an illustration, they might be 
moving them in by truck. 

Q. They might be, but the competitors there are 
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the two classes of producers, one the maritimes and the 
other in central Canada? 

A. That is correct, Mr. Chairman. 

MR. SINCLAIR: Q. How would you suggest that 
the maritimes would be injuriously affected by com- 
petitive rates put into effect in the central provinces 
in cases that cannot be brought under section 8 of the 
Maritime Freight Rates Act? 

THE CHAIRMAN: Pardon me a moment. To clear 
it up, may we assume that you are talking of competitive 
rates between the railwsys and the truckers? 

MR. SINCLAIR: Yes, the simple case of where 
a trucker puts in a rate in the central provinces and 
the railways meet it. 

Q. My question is the railways having done that, 
end Mr. Matheson not being able to mske out a case under 
section 8 of the Maritime Freight Rates Act, how does 
he suggest the maritimes ere going to be injuriously 
artected? 

A. I understand your question, Let us assume 
also that the railways do not even endeavour to meet the 
competitive rate, that is to say, you still maintain 
your class rates, but the truck lines reduce their rates 
or have materially lower rates. Our point, and that 
is one of the key points in connection with this Inter- 
colonial ides, is that the purpose and intent of the 
Intercolonial was in order to facilitate the movement 
of goods into those particular markets. When there is 
a reduction, or if the situation develops, whether the 
rate reduction is by trucks or by water lines, then if 
it is detrimental to our industries then we say that 


under that Intercolonial set-up --- 
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TH’ CHAIRMAN: Under what? 

A. Under the Intercolonial setup that was 
suggested in the brief, there would be an attraction 
for the railways to put in a rate for maintaining our 
relationship. 

MR. SINCLAIR: The Dotan I am trying to ask you 
to help me on, Mr. Matheson, is how you can say that the 
rates of the Maritime provinces under the Maritime 
Freight Rates Act have been whittled down by the railways 
extending truck competition competitive rates in the 
central provinces which do not come within Section 
8 of the Maritimes Freight Rates Act? 

A. That i8s why we are here, Mr. Sinclair. As 
these competitive rates have come in, as conditions and 
circumstances have changed and the Maritimes Freight 
Rates Act is no longer effective, as we found out by 
appealing to the Sypreme Court of Canada. 

Now at several points in your brief you sdy 
that the Duncan Commission did not take into account the 
Tact of competitive conditions in the Central provinces 
when they made their Report? 

he! thao Was my inverpretation of it, Mr. Simeiary. 

Q. Then how can you explain the inclusion of 
Section 8 in the Maritime Freight Rates Act? 

A.” That is easily explained, Mr. Sinclair. Section 
8 was put in the Maritime Freight Rates Act for this 
purpose. Let.us say that after the Maritime Freigny 
Rates Act was put into, force on July lst, 1927, from say 
Windsor to Toronto ,there was a corresponding reduction in 
the rates. One of the purposes, as I read Section 8, was 
to preclude any such action. tT will give you @ specizic 
illustration, Mr. Sinclair. The salt rates from Retsolf, 


New York, if I remember correctly, to Montreal or Cornwall 
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or Ottawa, were reduced immediately after the Maritime 
Freight Rates Act was put into force. It was reduced 

by the New York Central R@ilway in order to meet the 
reductions that were inplemented by the Maritime Freight 
Rates Act. A complaint was lodged with the Board of 
Transport Commissioners under Section 8 of the Maritime 
Freight Rates Act with the result that the rates on salt, 
or th reduced rate on salt, was cancelled. 

Q. Are you suggesting Mr. Matheson, that whether 
competition exists or not, that the railways should extend 
competitive rates, to, for instance, the. Maritimes.? 

A. I am including in my answer there, that if there 
is a case where our competitive position has been nullified 
as a result of competition, then keeping in mind the 
purpose and intent of the Intercolonial Railway, we should 
Deuci vena market. competitive. rate in order to facilivace 
moving of tratiic into the particular market concerned. 

THE CHAIRMAN: Now don't you rely on Section 8 
of the Maritimes Freight Rates Act? 

EE VOOly Sirs Cnet wee cannoy get very Parana: 
Section 8 of the Maritime Freight Rates Act. 

Q@. ' What you say ls the purpose of this Aco is 
to give "Certain statutory advantages in rates to persons 
and industries in mee provinces of New Brunswick, 
Nova Scotia, and Prince Edward Island --". That is a 
declaration by Parliament? 

Ay That is: right, sir, but as the Supreme Court 
found when we thought that our rates were destroyed by 
a reduction in rates on potatoes, from various points, 
for example into the Toronto market, that is competitive 
rates reductions by the railways - 


Q. You mean from various points outside the 


Maritimes? . 
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A. That .18-raiehnt, sir. The Supreme Court said 
that Section 8 was applicable to such competitive rates. 

We had to prove prejudice and the Supreme Court accepted 
the findings of the Board that there was no prejudice on 
the ground that inasmuch as there was very little traffic 
moving, under the truck competitive rates, the 

prejudice was caused or was the result of the rates moving 
by the trucks, not by the railways because the railways, 
while they put in the reduced rates, were not getting the 
oe tC. 

Q. What do you find wrong about that? 

A. What we say on that, sir, is. that we feel that 
if, as a result of competitive reductions, whether by 
truck, water, or Patt renders it more doiffltoult, far pour 
industries to get into the Central Canadian market or 
any other market in Canada, then it should be taken under 
consideration by the railways to give us an equalizing rate. 
Let us say competition reduced the rate or resulted in a 
reauction of rates by so. much, per hundred pounds. We Feel 
that we should be given a corresponding. reduction in order 
to facilitate our getting. into the particular market. 

QO. In. other words, you say you were prejudiced. where 
the finding was that you. hag not been prejudiced? 

A. We say we were prejudiced, but the prejudice was 
not within the four corners, sir, of the Maritime Freight 
Rates Act, including Section 8. 

COMMISSIONER ANGUS: Mr. Matheson, if you were 
prejudiced by low rates given by trucks, and the railways 

to meet those low rates by reducing*®¢l’own rates in 
Ontario, would you still say you were bound to get a 
lower railway rate because of the strong competition which 


was disturbing you? 


A. Not under the Maritime Freight Rates Act, sir, 
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because the Freight Rates Act only applies insofar as 
the railways are concerned. 

Q. But do you say that it should be altered so 
that you would get that? 

A. Yes, we say this, that if the purpose and 
intent of the Intercolonial was such as to facilitate the 
movement of goods outside, and assuming that the railway 
was a separate entity, that they could then reduce their 
rate to meet a market competition whether caused by 
truck or rail, allowing us to get into a particular market 
on their own motion or on application by a shipper. 

MR. SINCLAIR: In other words, Mr. Matheson, you 
are suggesting that the railways be forced to meet the 
competitive rate in Ontario say, so that you could get 
the advantage of that in the Maritimes? 

A. JWnact LTohavel said inomy brief is: that the 
Intercolonial, as a separate entity, would make it possible 
for their officers, without any application as a separate 
enti syy Not! as Canadian National Railways doing frethgt 
rate making, they could then make a reduction to meet--a 
competition which they cannot do now, thus running into 
complaints of unjust discrimination from other parts of 
the country from one system, and it is a well settled 
principle, as you know, before the Board of Transport 
Commission and the Interstate Commerce Commission. 

Q. So therefore, you would turn rate making on the 
Intercolonial into a device to force lower rates in traffic 


moving by the Canadian National, National Transcontinental, 


and traffic moving by the Canadian Pacific. Is that correct? 


A. Only where - for example, let us say that we 
find that our potatoes were up against a stone wall market, 
the Toronto market, as a result of reduction in rates for 


potatoes by water line or truck line. Remembering also 
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that practically all the traffic to the Central provinces 
moved (by yrail and if 1t looked as if tht traffic was 

to be threatened as a result of those neductions outside 
the area, that we could then go up to the traffic 
officers of the Intercolonial Subsidiary and say to them 
"Here is the situation; we are threatened with the loss 
of this traffic, and take out your tables and figure out 
what rate would enable us to get into that particular 
market". 

THE CHAIRMAN; Even if the rate is noncompensatory? 

A. Mr. Chairman, if you take into consideration the 
Intercolonial Railway - 

@. Of course you would have the subsidy? 

Awe ve Te shine deficits... The deficits for some 
time have been quite substantial. There is only one 
or two years in which they needed to obtain an overall - 

Q. ~LP 1 understand it, what you mean is this.- Under 
concessions granted to the shippers of these commodities 
on thea ,incercolonial “line of railways, no concessions 
should be considered to be unjust or unfair discriminat- 
ion against anybody else? 

Ae That as what Section 7 says now of the Maritimes 
Freight Rates Act. 

MR. SINCLAIR: Oh ino, that is a. question of iIntrepret- 
ation of legislation and I would just say that I disagree 
with the witness' interpretation. I do not intend to 
argue it now, but I would like to ask Mr. Matheson if 
he is suggesting that he has ag his support for any 
contention that the short-line mileage between the 
Central provinces and the Maritimes was not to operate 
on a commercial basis? 

A. What was that again? 


Q. That a short-line mileage railway between the 
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Central provinces and the Maritimes,has he got any 
evidence toshow that it was not to operate on a 
commercial basis. 

THE CHAIRMAN: When you say "the short-line” you 
mean the Transcontinental? 

MR. SINCLAIR: Or the Canadian Pacific - either one. 

A. I don't recall seeing anything that the short-line 
mileage was not to operate on a commercial basis. I 
did not see anything to.that effect. 

Q@. As a matter of fact, I think you said at page 7 
of your brief, where you say: 

"Tt is abundantly clear from the events and pronouncements 
at the time that an Intercolonial railway by the shortest 
route would not be attractive as a commercial enterprise 
without union and that the Intercolonial by the longest 
route would not be a successful enterprise with union” 

That is correct, i8 it not? 

A. Well, the way I have it there " - would not be 
attractive as a commercial enterprise without union, 
and that the Intercolonial by the longest route would 
not be a successful commercial enterprise with union", 
there is a question mark there, Mr. Sinclair, that that 
would all depend on the traffic over the line, and so on, 
so there is still a question. 

Q. But you would not suggest, or would you, that by 
manipulating rates on the Intercolonial, you would pre- 
clude the National Transcontinental line or the Canadian 
Pacific short line from operating on a commercial basis? 

A. I would put .it this way, It is my interpretation, 
and I think I can tie it in with the Duncan Commission, 
that if the line, or let us assume the short-line railway 
was constructed - 


THE CHAIRMAN: What was that? 
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A. That the short line railway was constructed, that is 
the short-line according to Sir Sandford Fleming, if the 
short-line was constructed - | 

Q. Had been constructed? 

A. Yes, if it had been constructed and if the rate 
structure that was set was not Sune vorent to facilitate 
the movement of goods in relation to the density of 
traffic and one thing and another, and other relevant 
facts, that there would be rate structure put in to afford 
persons and industries in the Maritime provinces access 
to the larger markets in other parts of Canada. 

MR. SINCLAIR: I think that by the exhibit I filed, 105, 
and by the commodity rate and the comparisons I gave you, 
you will admit that substantial recognition is now in 
existence as to understanding economic conditions in rates 
to the Maritime provinces? 

A. Up until the finding of the Duncan Commission in 
Leer. That is when the Maritime Freight Rates Act went 
ViCOrSeL ESC. 

Q. But wouldn't you agree with me that that exhibit 
105 showed that even eastbound traffic had received 
substantial benefits from the Canadian railways? 

A: "There te an answer to that, Mr: Sinclair = 

THE CHAIRMAN: When you say "eastbound freight" what 
region? 

MR, SINCLAIR: From the Central provinces. 

THE CHAIRMAN: Into the Maritimes? 

MR. SINCLAIR: Yes. 

At” Im @neswer to that, Mr. Sinclair, I notice you have not 
got Fredericton there at all. 

Q. Well, there is only one rate group on the Canadian 


Pacific. That is correct is it not? 


A. There is only one group but Fredericton is not there. 
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I don't want to go into detail. This is a detailed thing 
and sometimes it might be rather confusing if you started 
quoting rates, and I don't want to go into that field. 
The eastbound rate from Montreal to Fredericton, first 
class, is the same as to St. John, $1.22. The westbound 
rate from Fredericton is the same $1.06, as you have 
1p vthar exhibit. Now on April 13th, 1924, the rate 
from Fredericton was higher than the Schedule A rate - 

THE CHAIRMAN: From Fredericton to Montreal? 

Wow pone WLS. right ei 7. On April 14th, 1924, 
the railways volwmtarily reduced their rates, one block 
of the Schedule A block, with the result, for example, 
that from Fredericton for the distance of 460 miles 
was given the Schedule A basis. St. John was on a lower 
basis. Now following from that, Mr. Sinclair, the other 
points in the Maritime provinces have been constructed 
from the time before the Intercolonial on that group 
basis, and when you start to compare rates on group basis, 
mileage-wise or whatever way you want to take them, it is 
not an equitable comparison and such a comparison has been 
thrown out time and time again by the Interstate Commerce 
Commission and the Board of Transport Commissioners as 
not being fair and equitable. 

MR. SINCLAIR: Am I correct now then, that the 
present rates in effect between the Central provinces and 
the Maritime provinces, that is traffic moving both east- 


bound and westbound, are the Schedule A basis less 250 


miles, and they still are below that basis. That is correct? 


A. The rates between the Maritimes and Ontario 
and Quebec are a special scale of rates. Whether they 
are below or higher then the Schedule A rates, in my 


opinion is immaterial because you have got to go back to 
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the conditions and circumstances that are basic to those 
rates 

Q. But it is a fact that they are below the 
Schedule A rates to an equivalent of 250 miles? 

A. Well, Mr. Bure Laws I don't see where the 
250 miles comes in there at all so I cannot answer that 
categorically, and if you take the short-line mileage, 
according to Sir Sandford Fleming it is 370 miles from 
Frederiction to Montreal, and using the westbound to carry 
on that basis and using Schedule A rate, the rate is 
around $1.09 first class. 

Q. Are you suggesting, Mr. Matheson, that the 
National Transcontinental or the Canadian Pacific could 
have been built shorter than they are actually? 

Ag. ch amonot suggesting that at all. You have 
got to take a rate structure as you have found it and 
taking the whole background of it. I think 250 miles 
less Schedule A is not proving anything, is not probative, 
until you look at the circumstances and basic background 
Of ‘these yrates.. 

Q. But the railways have, have they not Mr. 
Matheson, extended considerable assistance to the 
Maritimes even beyond that set forth'"the Maritimes 
Freight Rates Act? 

A. The answer to that is when the Duncan 
Commission found that the rates in the Maritimes had 
gone up from 1912 to 1925 on a ratio“of 19 to 2, vis-a 
vis $1.55 in the rest of Canada they said "Therefore, 
that is equivalent to a 20% reduction, and in order to 
establish the situation that obtained in 1912 we will 
recommend a 20% reduction in order to re-establish the 


basis that should have obtained in those years 1912 to 


1985”. 
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@. On eastbound traffic there is nothing to 
prevent the railways from chargirgon a mileage basis 
from Haltfax: to 8t. John, is there? 

Ae? There is nothing to prevent them putting in 
any King: or rate, Mr. Sinclair: 

Q. Excepting now, under tie Maritime Freight 
Rates Act, you would be creating a new normal and setting 
up some new normal I think you would be held down under 


the Maritime Freight Rates Act. 


Ba Yes. 
Q. SO you won't admit that the Maritimes have 


received from the railways substantial benefits beyond 
that required by the Maritime Freight Rates Act? 

A. I would put it this way - no more than what 
the situation called for in relation to the purpose and 
intent of the Intercolonial Railway. 

Q@. So that, therefore, the railways have and do 
at the present time, recognize the economic position of the 
Maritime provinces. Is that correct? 

A. Under the Maritime Freight Rates Act. 

Q. And beyond it? 

A. When you say "beyond" I suppose at times a 
competitive competition has prevailed in as much as on 
several occssions you reduced rates in order to get the 
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Q . In your brief, Mr. Matheson, you refer to 
arbitraries, and your suggestion is, as I understand it, 
that the arbitraries should not increase but should remain 
constant; is that correct? 

A. That is, the arbitraries over Montreal to be 
maintained constant in order to facilitate the impact of the 
horizontal percentage increase on all traffic, 

Q. Can you give me any example of where arbitraries 
have not increased along with mileages? 

A. Ido not remember any offhand. I was going to say, 
sometimes it is quite difficult to differentiate between a 
differential and an arbitrary. 

Q. Let us stick with arbitraries; we will come to 
differentials right after, 

A. Iwill finish this. There might be instances 
where differentials have been maintained, but just offhand 
I just do not remember of any. I will have to look into 
that. 

Q. Well, the arbitraries over Montreal, I think you 
say, are merely a convenient way of arriving at one factor 
in a through rate; is that correct? 

aa Let us 20 back ‘to the definition of. an ereicrary, 

Q. If you don't mind--- 

THE CHAIRMAN: Q. That is what the question is; 
Mr. Sinclair offers you a definition; is that a good 
definition? 

A. Well, my understanding of an arbitrary, Mr. Chair- 
man, is a fixed amount, a fixed amount that may be added or 
deducted in order to obtain a rate to another point. 

Q@. Then added or deducted is some rate? 

A. Some base. 

Q@. Therefore it only applies to a through rate? 


A. Only to a through rate, yes, rk oe 
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MR SINCLAIR: Q. And you are not suggesting in 
your definition that that amount should constantly remain 
at the same X cents, irrespective of what happened to the 
other factors in the through rate, are you? 

A. I think I answered that question or a question of 
Similar purport during examination in the Maritimes, that 
to be altered only under review--- 

Q. Mr. Matheson--- 

THE CHAIRMAN: Q. What do you.mean by under 
review? 

A. Well, let us assume that the conditions have 
changed very materially, and that the traffic could reason- 
ably bear an increase in arbitrary, then the increase 
should be made. 

Q. I suppose what you mean is this, that an arbitrary 
should not be interfered with except by leave of the Board? 

A. That is the answer, Mr. Chairman. 

MR SINCLAIR: Q. Well, if there was no arbitrary 
there, through rates would be figured on mileage; that is 
correct? 

i. Ohy yes: iv would *be-a purely mileage “basis sor 
rates. 

Q. And so therefore, if an arbitrary is merely a 
convenient method to fix one factor in a through rate, and 
takes the place of mileage, why should not arbitraries 
raise exactly the same as the mileage rates would raise? 

A. Well, there is one angle to that, too -- and I 
consider it basic -- by increasing rates percentagewise, 

I take the view, and it is purely my own opinion, that it 
is creating a too great impact on the longer haul rates, 
and, whether or not for example, your terminal charges might 
have felt the impact of the increases greater, it might be 


a case where the shorter hauls might be able to stand or 
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might justiflably stand a higher proportion, so therefore 
one of the effects of the arbitrary increases and maintain- 
ing them fixed is to lessen the impact of percentage in- 
creases on long haul traffic. 

Q. You say that is the purpose of arbitraries? 


A. One of the purposes -- no, I would not say it is 


one of the purposes. 

Q. I would not think so. 

A. I will have to qualify that. One of the ideas of 
arbitraries is keeping in mind the movement of goods from 
a point to another point, and there is a competitive aspect 
there, to facilitate an industry getting into a parti- 
cular market, or if it is a weak railway, a weak line 
railroad, and the scale that applies to say the more 
prosperous railroads is quite remunerative but would not 
be suffyciently remunerative for the small line, then the 


arbitrary in that particular instance might be increased 


in order to give a greater quantum of revenue to the 


smaller line. There are several reasons and purposes for 
arbitraries, Mr. Sinclair. 

Q. Can you tell me in what way, Mr. Matheson, your 
argument is different regarding the impact of horizontal 
increases because you have arbitrary rather than mileage 
on through rates? 

A. The purpose of my proposal in connection with the 
arbitraries there is that they have been inherent in the 
freight rate structure of the Maritime Provinces in the 
first place, and in the second place it lessens the impact 
of distant rates and facilitates or tends to facilitate 
the movement of goods from the Maritime Provinces into the 
other markets of Canada. 

Q. Could you not make the same argument, that rates 


had increased between 1922 and 1948, that there was a long 
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history of a given rate between points A and B, and there- 
fore they should not be raised; it is the same argument, is 
it not? 

A. No; I think you have got to get behind the 
purpose of the arbitrary, Mr. Sinclair. 

@. You have a section in your brief dealing with 
export-import. Now, you will agree with me, Mr. Matheson, 
that there is a very great difference between an 
arbitrary and a differential? 

he, Ou know, Mr. Sinclair, there isquite 4 Jot of 
confusion about what an arbitrary is and what a differen- 
tial is. There are set definitions; I have used it in my 
own case. I have known of rate cases where this confusion 
has been quite extensive, where they got arbitraries 
and differentials mixed up. Now, how I fix it in my mind 
as to the relation between a differential and an arbitrary 
is in relation to the port differential rate structure. 

THE CHAIRMAN: 4. In relation to what? 

A. The port differential rate structure, that is to 
say, the rate structure that pertains in connection with 
export and import rates, sir. 

MR SINCLAIR: Q. Well, the differential is 
based so as to have a relationship; correct? 

dee that te right; that is one of the principal 
reasons for it. 

2. And you have an example of a differential in pees 
nection with export-import rates through the ports of 
Halifax and St.John? 

A. St. John, Boston, Portland, and so on. 

Q. This port differential rate, Halifax, St.John, 
equal to New York; correct? 

A. Generally speaking. 

Q. And Montreal equals Philadelphia; correct? 
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A. Generally speaking. 

Q. And Philadelphia was a differential below New York? 

A. It is below New York, right. 

Q@. And so Montreal would be below Halifax, St.John? 

A. Correct. 

Q. What you are proposing is that instead of having 
Montreal a differential below Halifax and St.John, you want 
to reverse the whole process, and make Halifax and St.John 
fixed amounts over Montreal; that is correct, is it not? 

A. What I propose, Mr. Sinclair, is that in the rate 
changes that took place since 1938--- 

THE CHAIRMAN: Q. Since when? 

A. 1938; where we had a differential, for example, Mr. 
Chairman, over Montreal of something like 2 cents or 3 cents 
per hundred pounds, as the case may be, depending on the 
commodity, as a result of U.S.-influenced freight rate in- 
creases the situation has obtained where the relationship of 
Halifax and St.John vis-a-vis Montreal has been widened 
considerably. In Exhibit 47 there are shown instances where 
bie differential is.as high, I-think, as 40 or 50° cents. 

MR SINCLAIR: Q. I thought you agreed with me, Mr. 
Matheson, that the differential was Halifax, St.John, New 
York, with Montreal equal to Philadelphia, at so much below 
that level? 

A Le Metis corres’; 

Q@. That is correct; there was no relationship between 
Montreal and Halifax? 

THE CHAIRMAN: Montreal and where? 

MR SINCLAIR: Halifax. 

THE WITNESS: In the export and import rate struc- 
ture that obtained up until 1938, there was just this 
differential relationship that obtained in the case of 


St.John and Halifax over Montreal. 
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MR SINCLAIR: Q. It never existed over Montreal, 
but you agreed with me it was so much under? 

A. Just a second; there is another engle to this. 
But as a result of U.S.-influenced adjustments the export 
and import rates to the ports of St.John and Halifax then 
increased generally in relation to the increases effectuat- 
ed to Boston, New York and Portland from Canadian originat- 
ing points -- follow me? However, in respect of Montreal 
-- and this is important -- now, you can move around, but 
this is very important, Mr. Sinclair: inrespect of Mont- 
real the domestic rate plus terminals applies lower than 
the export and import rates. 

Q. So that you have--- 

A. Now, while the export and import tariff might 
indicate that these rates have followed in line with Phila- 
delphia, and so they are not the rates that move the 
traffic, the result is that because of conditions and cir- 
cumstances in the United States our rate structure, speak- 
ing of Canadian rates, has upset the balance in relation to 
traffic through St.John and Halifax vis-a-vis Montreal. 
Now, when the ports are open at Montreal and Halifax and 
St.John, I doubt that any shipper is going to send any 
traffic through the portsof Halifax and St.John, when there 
is such a spread of 45 or 50 cents per hundred pounds, 
where it used to be only 2 or 3 cents per hundred pounds. 

THE CHAIRMAN: Q. That is, Montreal? 
i.) Sina crs rien, Sit 
MR SINCLAIR: Q. Am I correct, that ever since 
these rates have been in effect, the domestic rate plus 
terminals acted as a maximum? 
A. That is absolutely right. 
Q. And it still operates to-day with regard to 


Halifgxand St.John just as it does to Montreal? 
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A. Yes; but you must remember that the spread has 
become so wide as a result of these U.S.-influenced adjust- 
ments -- for example, in Canada only an increase of 20% 
and 8%, whereas on the average increase in the United States 
it is something like 61%. 

Q. Isn't your plan to make Halifax and St.John over 
Montreal rather than have Montreal so much under Halifax and 
St.John? 

A) naw owe are ices 

Q. Is that correct? 

A. All we are asking in my brief, in a few words, is 
that our relationship with Montreal be maintained during the 
summer months. 

Q. Even though the basis of the differential is the 
relationship of New York to Philadelphia? 

A. I will give you the converse of that, Mr. Sinclair. 

Q. is that right? 

Ay) tL Will pive you. the converse of if in answer te it, 

Be. “All Tam asking you is, is what-I said right or-not? 

THE CHAIRMAN: Would you please repeat the question? 

MR SINCLAIR: I asked the witness if he was not 
attempting to make Halifax and St.John something over Mont- 
real rather than maintaining the relationship on which the 
rates were based, that is, the relationship between New York 
and Philadelphia whereby Philadelphia was something under New 
York. 

THE CHAIRMAN: Well, hasn't he answered that? 
Doesn't he say that when the three ports, Montreal, Halifax 
and St.John, are open, all the advantage goes to Montreal? 

O. 28n¢t that what you say? 

A... Taet is what I say, sir. 

MR SINCLAIR: But, my lord, I am trying to ask the 


Witness if he will agree with me, if these differentials 
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were based on the relationship between two American ports. 

THE CHAIRMAN: Yes, but why should they necessarily 
be so based all the year round? 

MR SINCLAIR:Q.Well, if that agreement was not 
maintained, of maintaining the relationship between New York 
and Philadelphia, in the relationship between Halifax, 
St.John and Montreal, what do you think would happen on 
traffic moving west from west of the Detroit gateway and 
routed through Canadian lines? You would lose it, would you 
not? 

A. There is a situation where the rate is coming from 
the United States point and where the Canadian carriers would 
control the rate. That traffic -- well, we are not getting 
it anyway in the summer months. 

THE CHAIRMAN: Q. Would you please speak up? 

There is an awful noise downstairs right under where we are 
sitting, and it is difficult to catch what you say. 

Ae--We are not getting the traffic or any part of if 
in the summer months by the ports of St.John or Halifax 
anyway, Mr. Sinclair, 

MR SINCLAIR: Q. Say they took the route out, 
wouldn't that affect the Maritime ports both summer and 
winter? 

A. We are not asking that they take the route out. 

Q. You are not asking that they do, but wouldn't that be 
the result of your suggestion? 

A. That the U.S. lines would refuse to participate in 
a joint through rate to St.John and Halifax? 

Q. They would route it all American, so that they would 
not have to get this low basis that you are suggesting? 

A. As a matter of fact, I think ‘we are discussing at 
cross purposes. We are not getting the traffic during the 


summer months anyway, Mr. Sinclair, and the rates in Canada 
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are predicated on U.S. conditions and circumstances, We 

are saying that in so far as our relationship with the 

port of Montreal is concerned, it should be maintained 
through the summer months. What they do in the wintertime 
which brings us in that other particular aspect -- then we 
could be placed on Boston, New York and Philadelphia, in 
relation to New York, Boston and Philadelphia, in the winter 
months. 

Q. In other words, you are asking this Commission to 
recommend an agreement that port differentials that have 
been in existence for some fifty years be overturned, whe- 
ther the Maritimes gained by that or not, or the railways 
gained by that; is that right? 

A. If for example during the summer months--- 

Q. Would you please answer me? 

A. I will answer that this way, because these things 
cannot be answered the way you want me to. In the summer 
months --- 

Q@. I only want the facts. 

A.’ Well, I am trying to give them to you. We want to 
meet on this. In the summer months the railroads should be 
in maintenance in relation to the port of Montreal, so that 
we could participate in that traffic. If the United States 
lines in relation--- 

THE CHAIRMAN: Q. If you what? 

A. If the United States lines in relation to the port 
differential structure wishes to meet that competition, it 
is their option to do so. 

Q. Well, don't you think they would? 

Ai) I think:so, I think they would be inelined.to, 

I think they would if there was any volume of traffic in- 
volved; I think they would be willing to meet the situation. 
MR SINCLAIR: Q. So the result of it would be that 
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this port differential agreement which has been in existence 
for so many years would be overturned, and that the railways 
would gain nothing but would lose by carrying traffic with- 

out necessity some additional four or five hundred miles; 


that is correct? 
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AY It was not overturned in 1942 when the 
Wartime Prices and Trade Board refused to erige an in- 
crease in Canadian export and import rates, and the 
American lines still continued their edjustment down to 
United States ports. 

Q. How long did that exist? 

Ae Until the termination -- I just don't know the 
exact date -- I think until the termination of Order 92. 

Q. I am instructed we always increased our rates 
to maintain the differential. You say that is wrong? 

A. The Wartime Prices and Trade Board in the 
1942 application for an increase, ex parte case 142, 
refused to allow an increase in the export snd import 
rates from Canadian originating points to the ports of 
Halifax, Saint John and Montreal. 

Q. I am instructed that where the rates were 
related to rates to American ports that an exception was 
made end that the rates were increased. You say that 


is wrong? 


EX, 


A. The statement I made is according to my memory, 


that Cenadian export and import rates were not increased. 


I would have to check it. 

Q. My instructions are that where eny rate was 
related to an American rate it was increased and the 
relationship maintained? 

THE CHAIRMAN: What do you mean by where any 
rate was related to an American rate? In the first 
place, this was during the war. 


MR. SINCLAIR: Mr. Matheson wes suggesting to 


me there was an exception due to the fact of the freezing 


order of the Wartime Prices and Trade Board. My in- 
structions are that an exception was made for the very 


reason that I sam suggesting. I am suggesting that 
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under normsl circumstances -- the war may have had some 
effect -- that you cannot sfford to disturb these port 
relationships in the manner which Mr. Matheson suggests 
without very serious consequences to the movement of 
brett iG, 

THE CHAIRMAN: I suppose the consequences you 
must mean are the action that might be taken by the 
American railways. 

MR. SINCLAIR: Yes, Mr. Chairman, and also the 
fact that the only result would be an unnecessary move- 
ment of goods for 400 or 500 miles with no recompense 
to the railways whstsoever. 

THE CHAIRMAN: When you say "unnecessary move- 
ment of goods," between what two points? 

MR. SINCLAIR: We will say, for instance, that 
there are adequate facilities to handle export traffic 
from Toronto through Montreal. 

THE CHAIRMAN: You have Montreal in mind on the 
one hand, and Saint John and Halifax on the other when 
you talk of an unnecessary haul? 

MR. SINCLAIR: Yes, 

THE WITNESS: In regard to that so-called 
unnecessary haul there is a lot of legislation, as you 
know, about encoursgement of traffic throughthe Maritimes 
ports. In the general freight rate investigation case 
there ere a lot of quotations referring to the various 
Acts, like the Canadian Northern Act, end the various 
Acts about facilitating the movement of Canadian goods 
through Canadian ports. 

MR. SINCLAIR: Q. Are you suggesting the 
railways have not facilitated such movements? 

A. As far as the ports of Saint John and Halifax 
are concerned, by the increasing of the rates to the 


degree they were because of United States influenced 
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conditions, end not maintaining the reletionship over 
Montreal, I would say that we have not been getting -- 

Q. You ere not suggesting that the relationship 
on grain moving from Buffalo to New York should not be 
maintained to Ssint John and-Halifax, are you? 

A. No, you have maintained that generally speaking. 

Q. Just es we have maintained the relationship 
of the differential between New York and Philadelphia 
in dealing with Halifax, Saint John and Montreal? 
Correct? 

A. No, not in so far as Montreal is concerned 
because our spreed has been widened in relation to 
Montreal. 

Q. I thought you egreed with me that was the case, 
that domestics plus terminals not only to Montreal but 
also to Halifax and Saint John elways operated as a 
maximum just ss they do to New York and Philadelphia? 

A. Yes, this situation has obtained because 
the increases in United States rates are about 60 per 
cent whereas increases in Ceonadian rates, up to the 
present time, work out to around 30.68 per cent. That 
has created or widened the spread. In other words, our 
Canadian export rates -- and I emphasize this -- 
generally speaking have been increased to the extent 
of approximately 60 per cent, end this is where the 
domestics plus terminals comes into play. Montreal 
obtains the benefit of the domestic plus terminals 
whereas we only obtain that in a few cases where export 


and import rates hit the maximum. 


Q. The reason for that being because Montreal 
is closer, is sa shorter haul? Thet is correct? 
A. Thatwwe) correct: You, see, Mr, Sirielaiy, 


if you take the two rates et the level and apply your 
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differential to it for the export and import rates, 
as far es the maritime ports are concerned that would 
tend to relate to the export and import rate structure 
that used to obtain. 

Q. I would just ask you this one question, You 
are trying to destroy the port differential agreement, 
and the maritimes sre prepsred to take the consequences 
of such destruction? 

A. I am not asking that the port differential 
agreement be destroyed. I do not believe that neces- 
sarily follows. All I am saying is thet, in s0 far as 
Saint John and Halifex, during the summer months, we 
should be meintained on a competitive keel with the 
port of Montreal. 

Q. You do not think that would destroy the 
agreement? If thet is your view, just say so. 

A. I do not think it would. It is. a matter of 
negotiation. 

THE CHAIRMAN: Q. You do not think there 
would be any action by the United States carriers? 

A. I believe perhaps the United States carriers 
might come into the picture there, Frankly I would 
not want to see the export and import rate structure 
thet has obtained for years destroyed, in so far as we 
are concerned, during the winter months when we are 
very much interested in it. 

MR. SINCLAIR: Q. You want the benefit in 
the winter time. You want the American lines to give 
you those benefits in the winter time, and you want 
to destroy the relationship that has existed in the 
United States for many, many years? 

A. You ere assuming it is going to destroy the 


relationship in the summer months. 


- 7381 - Mr. Matheson 
CPigx. 

Q. You want it coming and going? 

A. If you put in an export rate from Toronto to 
the port of Halifax -- follow me -- if you put in an 
export rate fromToronto to the port of Halifax which 
wes 2 cents per 100 pounds over Montreal; if you put 
in that rate now from Toronto to Halifax instead of 
having 30¢ or 15¢, or whatever the case may be, over 
Montreal, if you put in a rate 2¢ over that, it does 
not necessarily follow that is going to destroy the 
port differential rate structure. That has already 
been done, In 1938 exceptions were made in such 
commodities as newsprint, Speaking of New York, 
exceptions were made in the case of such commodities 
as newsprint, alcohol, and quite a few other items, 
which also involved Toronto, and those rates were 
subsequently extended to Portland, using Portland, but 
that did not upset the differential relationship in 
so far as New York is concerned, There is my answer. 

THE CHAIRMAN: Q. Was that particular action 
taken as a result of any conference with the United 
States lines? 

A. I understood that the shippers were much 
concerned, the shippers aof newsprint and some other 
commodities, over the loss of export markets, and they 
did not want to have their rates increased in line with 
the increase that was effected on Merch 28, 1938, so 
they went to the railways, and the railways took a 
certain list of commodities and exempted them 
from these increases. 

Q. What railways? 

A. Our Canadian railroads. For a time even the 
port of Portland took a higher basis, and then within 


the last year or so they have again equalized the rates 
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for Portland, but the rates to Boston and New York are 
still higher than to Halifex, Scint John and Portland. 

Q. On newsprint? 

A. On newsprint, and there were several other 
items. I will give you 2 list of them. There was 
acetone, acetic acid, matte, paper and paper commodities, 
newsprint paper, tires, wood pulp, alcoholic liquors, 
There might be one or two more but that is the list I 
have nere. 

MR. SINCLAIR: That is all I heave. 
CROSS-EXAMINATION BY MR. O'DONNELL: 

Q. I have ea few questions. M. Matheson, the 
so-called purpose and intent, as you might put it, of 
the Intercolonisl Railway, have been reviewed on a 
number of occasions by other commissions, have they not? 

A. Yes, Mr. O'Donnell. 

Q. And as recently as the Sirois Commission in 
1939 and 1940? 

A. Theat is right. 

Q. And I believe you point out in your brief 
that they refused to agree with the contention which 
was advanced on behalf of the Meritime Transportation 
Commission end various provinces, that the purpose and 
intent of the railroad was as outlined by you, that is, 
that the road should be operated on grounds of national 
policy with freight rates not based on commercial 
considerations? 

A. I think, if I remember correctly, Mr. O'Donnell, 
thet in connection with the New Brunswick representation 
they refused to consider the segregation of the 
Intercolonieal. That is what you mean by that? 


Q. Yes. 
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Ae And they elso refused to take cognizance 
of the proposal of Sir Andrew Rae Duncan regarding the 
extension of the powers of the Board of Transport 
Commissioners. 

THE CHAIRMAN: Q. Whose suggestion? 

BS The proposal of Sir Andrew Rae Duncan as to 
the extension of the powers, as contained in the Duncan 
Report, which proposal was put up by us, and I believe 
by the province of Saskatchewan. 

Q. Just what was the proposal made by you? 

A. The proposal made by us is theo’ pesommene 
dation of the Duncan Commission regarding the extension 
of the powers of the Board of Transport Commissioners 
to investigate a particular industry to assist in rate 
adjustments -- 

Q. That is, you say that the Duncan Commission 
recommended that they should be given that power? 

A. That is right. 

Q. You wanted that adopted, but it was not adopted? 

Ly Vaet is. right’, 

Q. When you say it was not adopted do you mean 
in this legislation, the Maritime Freight Rates Act? 

Bey That is right. It was not adopted in the 
Meritime Freight Rates Act. 

MR. O'DONNELL: Q. At page 10 of your brief 

you say: 

"The Sirois Commission dismissed the renewed 
claims by adopting the finding of the Duncan 
Commission, predicated on conditions snd cir- 
cumstances" -- 

and so on. All I am saying to you is that the Sirois 
Commission reviewed the various theories and principles 


that you have put forward to this Commission? 
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A. I am speeking from memory, but I think one 
of the things they turned down wes in connection with 
the competitive rate angle, I think thet is what you 
have in mind, 

Q. That is one, and also the suggestion that the 
road should be operated on into the west or towards the 
west on grounds of national policy with freight rates 
not based on commercial considerations, These things 
were considered by the Sirois Commission also, were 
they not? 

A. tam just. looking for.it, Would you mind 
giving me just a moment. I was just looking at page 10. 
What is the question? 

MR, O'DONNELL: Perhaps the reporter will 
read it. 
Reporter reads: "That is one, and also the suggestion 
that the road should be operated on into the 


west or towards the west on grounds of national 


policy with freight rates not based on commercial 


considerations. These things were considered 


by the Sirois Commission also, were they not?" 
THE WITNESS: You mean I made that suggestion? 
MR. O'DONNELL: Q. The Maritime Transportation 
Commission and the Province of Prince Edward Island. 
AY I did not make that suggestion. 
Q. Your brief supported that of the Province of 
New Brunswick before the Sirois Commission. 
An Put it this way; the New Brunswick government 
supported our brief. 
Q. It is six of one and half a dozen of the 
other, In any event, these matters have all been 


reviewed before, and 3s you say on page 10, this 
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consideration was turned down by the Sirois Report. 
Thaceumecerrect, c.ectt not? 

A. The considerations that were presented before 
the Sirois Commission were discussed, but they were not 
acted upon. 

ae That is right, and they were turned down, 
incidentally? | 

is Of course, I believe --- 

Q. In so fer as operation --- 

THE CHAIRMAN: Pardon me, but were they dealt 
with and dismissed? 

MR. O'DONNELL: That is my understanding about 
bos I do not intend to take the time of the Commission 
now to review what was said in the report. I might 
Simply say that at page 250 of volume 2 of the Sirois 
Report the Commission will find these words: 

"It is suggested Bi ee onencareas brief of 

New Brunswick that resolution 66 also involved 

the extension of the Intercolonial into the 

Great West to be operated on grounds of national 

policy with freight rates not based on commercial 

considerations. There is no citation of 
documentary support for this contention, and we 
can find no contemporary evidence that this 

future for the Intercolonial was in the mind of 

anybody at that time." 

The suggested operation of the road separately from all 
other roeds was also dealt with, but as I said, I do 
not intend to teke any further time of the Commission 
at this stage to review what was said there. It can 
be done at a later date. 


Q. On page 10 of your brief, Mr. Matheson, 


there is a paragraph reeding: 
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"As the general conviction, even before the 
construction of the Intercolonial Reilway, was 
that unremunerative rates would have to be assessed 
in order to develop traffic, it is abundantly 
clear that no private company would have under- 
teken to run the railway without s Government 
subsidy." | 

That is your general conviction. What is your basis 
for making that statement? Whet evidence have you in 
support of that, or is it another one of your own 
inferences? 

A. This is not mine, Mr. O'Donnell. Tits 
deduction wes obtained from the historical reviews 
which I made, and I think perheps I can quote you -- 

Q. It is your conclusion based on what you say 
you have read? 

A. If you wish to have it, there are some 
historical references that cover that particular point. 
If you wish to have them I can quote them, but I have 
not got them right here. I was not living at that 
time. 

Qe It is your conclusion based on what you have 
read? 

ies A conclusion predicated on my research, 

Q. Made by you? 

A. Ai STUY", 

Q. Then, where do we find it? 

A. I will get that information for you, Mr. 
O'Donnell. I will have to go through a lot of material, 
but I can get it for you. 

Q. You slso put forward the suggestion, as I 
understand it, end made the proposal that due to 


certain obligations resulting from Confederation, there 
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shohld be a differential in freight rates in favour of 
the maritime provinces at the level of differentials 
which applied before 1912. You suggest that the 
maritime provinces should also have in their favour the 
maintenance of certain differentials which existed at 
or prierstoulgi2? 

A. Where is thet in my brief so I can see exactly 
what it says? 

Q. I do not know where it is, but is that not 
what you sre propounding, that the differential which 
existed prior to 1912 in favour of the maritimes should 
be maintained? 

A. The finding of the Duncen Commission was 
that up to 1925 or 1927 the differential, if you call 
it ea differential -- the discrimination between had 
been upset, so to speak, and that it was restored by 
the Maritime Freight Rates Act. What we say is that 
changed conditions since 1925 and 1927 hawe to a 
degree nullified the efficacy of the Maritime Freight 
Rates Act. 

Q. You contend that resulting from Confederation 
certain obligations applied which entitle the maritimes 
at all times to a differential in freight rates at the 
level which applied before 1912? 

A. That in effect was the finding of the 
Duncan Commission. 

Q. That is your contention? 

A. Yes, we support that except we project it 
now. 

Q. I should like to put on the record at this 
point a short extract from the Sirois Report, volume 2, 


page 263, where the Commissioners say: 
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"While it may be ergued that the Duncen 

Commission found that freight rates after 1912 

were higher than it was ever intended the traffic 

Should bear, and that the preamble to the Maritime 

Freight Rates Act sdmits this finding, it cannot 

be said that any contractual obligation to maintain 

rates at the differential applicable before 1912 

ever existed. Intentions with respect to freight 

rates in so for as they had been declared, were 
declared solely as 3 matter of public policy, and 
these declarations never assumed the character 

of a contrett." 

THE CHAIRMAN: A contract between what 
parties? How could there have been a contract? Is 
it something in the Confederation terms? 

MR. O'DONNELL: As I understand it, the 
contention of the maritimes is that there was a contract. 
Mr. Matheson's brief sets out resolution 66, and 
various other extracts from the old records. 

THE CHAIRMAN: Q. Mr. Matheson, you have just 
heard this extract from the Sirois Report in which they 
say there was no such contract? 

A. The Sirois Report -- 

Q. Do you say that is wrong? 

A. The Duncan Commission said that -- 

Q. I know that, but I am referring to this one 
thing. You have heard this extract read, and they 
say there was no contractual obligation? 

A. I agree with that. They could not find any- 
thing» ibueit is a policy that was carried on. The 
lower level of rates thet prevailed on the Inter- 
colonial Railway system prior to 19l2 is in our view, 
and the Duncan Commission's view 
rightly to be interpreted as fulfilment of the 


successive pledges thet surrounded the railway. from 
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its inception, 

MR. O'DONNELL: The Sirois Commission, having 
gone into that, say that there is no contractual basis 
for that, and they cannot find anything to maintain it. 

MR. F. D. SMITH: I think they sere dealing 
with the New Brunswick fee eee I have no doubt my 
learned friend wishes to be fair, As I understand it 
there was an argument made by the province of New 
Brunswick with respect to paragraph 66, was it not, 
in the pre-Confederation agreement, the London Agree- 
ment so-called, of 1865. As I understand it, that is 
the argument which was submitted by the New Brunswick 
government, and which was not recommended for acceptance 
by the Sirois Report. I think paragraph 65 is the 
one in which the recommendations in the Duncan Report 
are on part based. Does that not clear it up? 

MR. O'DONNELL: I do not put it quite as 
broadly as that. We will have occasion to argue later, 
but whether, as Mr. Matheson said, they supported the 
New Brunswick brief or New Brunswick supported their 
brief, I submit the intention ws to put the argument 
forward on behalf of the maritime provinces, by one 
or other of the provinces or by the Maritime Trans- 
portation ©mmission on behalf of them. 

THE CHAIRMAN: When reference is made to 
poragraph 66 -- 

THE WITNESS: Thst is the pre-Confederation 
resolutions. 

THE CHAIRMAN: In the pre-Confederation 
resolutions? 

THE WITNESS: The London Agreement. 

MR. O'DONNELL: They ere 211 inter-twined. 


We will have to ergue that out later, but I do not want 
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to at this point. 

THE CHAIRMAN: Mr, Smith referred to two 
numbers, 66 and 65, 

MR. F. D. SMITH: The resolutions of the 
London Conference. 

THE CHAIRMAN: The London Conference pre- 
Confederation. 

THE WITNESS: That is right. 

MR. O'DONNELL: There were the two resolu- 
tions, 65 and 66. 

MR. F. D. SMITH: They are set out in Mr, 


Matheson's brief sat page 2. 


(Page 7397 follows) 
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MR. O'DONNELL: Now Mr. Matheson, the Duncan 
Commission and the ensuing Maritime Freight R.tes Act 
adjusted the matter of rates in the Maritimes on the basis 
of 19l2 and reduced -the rates - 

fi - LT. you don't: mind ,.not exactly, Mr. O'Donnell; 
it was a broad measure. 

ieehy “ON Wa a very broad measure which was said 
by the Commissioners, but the object of the Act was to 
reduce the increases which had reached, on a percentage 
basis, the figure of .192 in the Maritimes whereas in 
the rest of Canada they had only gone up to 155? 

That is right. 

Q. And by this broad measure of the 20% reduction 
the Duncan Commission held that the position which had 
prevailed between 1912 would be re-established? 

Lita cite she relapive. position. 

Q@. And I take it you would agree with Premier 
MacDonald of the Province of Nova Scotia when he said at 
page 6455 in Volume 755 of the 30% Case, "It is true that 
Bae eet line Freight Rates Act of 1927 that that Act, 
as I understand it, simply restores the old relationship 
which existed prior to 1912 between the rates in Eastern 
lines and the one in the other lines of Canada”. Would 
you agree with that? 

Five Oot 

Q. Then from 1927 forward you agree that is the 
case, that railway Railway tariffs in Canada, when they 
varied, that the Board of Transport Commissioners were 
authorized under the terms of Section 3(2) (b): to vary the 
rates which were established b the Maritime Freight Rates 


Act? 
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cost of operation was higher than July lst, 1927. 

Q. And under 3(2)(c)they could adjust and vary 
such substituted tolls or rates from time to time as any 
new industrial or traffic conditions arise, but always 
in conformity with the intent of this Act, as expressed 
in Sections7 and 8 and other relative sections hereof. 

THE CHAIRMAN: That is the important part? 

A. That, together with Section 8, sir. 

MR. O'DONNELL: Now what do you suggest is wrong 
with that law as it stands. Why doesn't that provide 
the Maritime shipper with all the protection that is 
required? 

A. Well, I think I have explained it this 
morning, Mr. O'Donnell. In regard to competitive rates 
we are actually stymied for various reasons and that in 
the event that we could - and I am not sure that in one 
or two instances that we could indicate prejudice, all 
it would mean would be the cancellation of the rates in 
some other territory, and we in the Maritimes are very 
loathe to do that. 


Q 


ye 


But under the law as it stands, do you not 
agree with me that your statutory preference is protected 
at all times because you may, if you can point to a compet- 
itive rate anywhere else in Canada, which prejudiciatly 
affects you, you can apply and get redress to the extent 
that that rate must be removed so that your preference 
is maintained? 

A. We thought we would, Mr. O'Donnell, until 
the Supreme Court decision found otherwise. 

Q. What did the Supreme Court say that is 
contrary to what I suggest under Section 5 of “the 


Maritimes Freight Rates Act? 


A. Under Section 8 of the Maritime Freight Rates 
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Act you will note the words "Destroy or prejudice”. 


Q. That is a matter of fact in usual instances, 


ten! 1? 
A. We accepted it that those competitive 
rates when they came in if they were destroyed rate- 


wise that immediately that adjustment was made, the 
machinery would automatically go into operation that would 
result in a corresponding reduction, but on going to the 

' Supreme Court of Canada we found that (1) we had to 

prove prejudice and ( ) that in any event if there was 
prejudice, all the Board could do was to cancel the rate 
complained about. 

Q. Well, why shouldn't you have to prove prejudice? 
Because if you are not affected what right had you to 
complain? Isn't that a fair position to have the law in 
as it is? 

A. Insofar as we were concerned, Mr. O'Donnell, 
we took the stand that the destruction of our relationship 
was acceptionally important to us and too,when you are 
trying to prove unjust discrimination under the Railway 
Act, which then comes into play, it is one of the most 
difficult things for a shipper to prove. He has trememdous 
onus upon him in that respect. 

Q. How else could the law be administered? Here 
is a law which provides a statutory preference bequeathed 
by Section 8 of the Maritime Freight Rates Act and in any 
instance where a shipper in the Maritime provinces can show 
that his statutory preference is destroyed, he has recourse 
to the Board f Transport Commissioners and to the Supreme 
Court, to have that preference maintained. What more is 
required than that, Mr. Matheson? 

A. By maintaining that preference, the only 


way they could maintain it is on proving the rates pre- 
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judicial. 

Q. Well what is wrong with that, when the law 
says that the Board shall disallow any tariff that 
destroys or delays progress? 

THE CHAIRMAN: Then the result is to revert to 
the existing figured, «.Lithink fie. Mates ene complaint 
is that the Board has not the right to re-establish the 
tariffs. You say that not only should the Board disallow 
the tariffs but they should then go further into the 
whole situation and if peieeeee fix a new tariff? 

A. A corresponding reduction from the Maritime 
point of view. 

MR. O'DONNELL: We are speaking of competitive 
rates, Mr. Matheson, which you suggest have been put 
into effect somewhere else in Canada than in the preferred 
territory. Now competitive rates are rates which the 
railway may put in or not as they choose? 

hor Tinea Ss correct. 


Q. 


y 


Now why then should you suggest that the 
railways should be obliged to maintain a competitive rate, 
and that is what you are saying when you ask that the 

law be changed to give the Maritime shipper an adjustment, 
when in fact, he is not shipping in competition or prejudic- 
ially affected by the rates somewhere else in Canada? 

A. Let us assume, Mr. O'Donnell, 4 shipper is 
shipping potatoes from the Maritime provinces to Toronto? 

Q. Yes. 

A. And there is a special commodity rate, a 
special competitive rate, which was the case that actually 
obtained, which was reduced. We feel that under Section 8 
we could step in and have that reduced, but as it developed 


THE CHAIRMAN: Because the railways have reduced 
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the rate in Central provinces? 

A. That is right sir, but we say, and the statist- 
ical data submitted in the evidence indicated, that most 
of the traffic was moving by truck. Therefore there was 
no prejudice? 

Q. By the railways? 

A. By the railways. 

Q. Excuse me, Mr. O'Donnell. That is something I 
think I gathered from something you said earlier today. 
Is it not this, that here you wish to have access to a 
certain market in Central Canada and you find hove una the 
railways in Central Canada are not being used at all perhaps 
and that the competition in that market is by carriage or 
by truck? 

Ae ne oe Soy ent. 
Q. 


v 


Would you still say then that Section 8 should 
be amended so as to protect your advantage against compet- 
ition by truck as well as by railway? Supposing the 
railway rates had not been reduced, or they had abandoned 
the attempt to compete, and the whole market went over to 
trucks. Do you want the ACt amended so that in such a case 
you would have freight rates on railways in your part of the 
country which would enable you to compete with truck rates 
am the other part? 

wee inacimighny be done sir, = 

Q. Is that what you want? 

A. That is one of the reasons why we are suggesting 
the separate entity of the Intercolonial Railway, so that 
we can get into those particular markets. 

MR. O'DONNELL: Whereas, under the law as it 
stands all the railway is precluded from doing is putting 
in a rate with prejudicial effects upon you and I suggest 


that that is sufficient to maintain your statutory preference? 
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THE CHAIRMAN: Mr. Matheson's idea is that 
statutory preference should be extended beyond railways, 
Mr. O'Donnell, so even if the railways did not put into 
effect a competitive rate or decided to abandon the 
attempt to compete with the trucks in this particular 
commodity in this particular area, that nevertheless, the 
railways in the Maritimes should have their rates reduced 
to permit competition for goods from the Maritimes by rail 
to meet the competition of goods by truck, in Central 
Cenoda, | Ina te right isn't it? 

A. That is in essence what it amounts to. 

MR. O'DONNELL: In other words the railways might 
have a special rate virtually for anything in order to give 
a truck competitive rate? 

Baty tk woud not say that. That is rather extreme. 
The whole thing would have to be reviewed and approached 
reasonably. 

COMMISSIONER ANGUS: Mr. Matheson, you are assuming 
in this case, I suppose, that under the Maritime Freight 
Rates Act as enacted, the Government would make good to the 
railways their loss of revenue? 

hee soeianicely, Sir. 

MR. O'DONNELL: And on your theory, the railways 
would then be obliged to compete and meet the competition by 
trucks whether they thought it was a good thing to do or not? 

THE CHAIRMAN: Do you mean in Central Canada? 

MR. O'DONNELL: From there down to the Maritimes. 

A. That would be a matter, as I would put it, of 
negotiation, of sitting down and looking over the whole 
situation. I do not think it should be forced upon them. 
It is a matter of appraising what the exact situation is 


so. that everything can be considered and see what adjustment 


is necessary. 
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THE CHAIRMAN: Well, I suppose the amendments to 
the Act which you promised to give us a few days ago, will 
make that point clear? 

A. Yes sir, we will do that, sir. 

MR. O'DONNELL: Virtually what you are suggesting 
is something which is directly contrary to the recommendat- 
ions contained in the Duncan Commission report, and that 
is - 

A. What page? 

Q@. Page 24. You are suggesting an'arbitrary inter- 
ference on the part of the railway Commission or the 
Maritime shippers with the business judgment of the railway 
companies or that there should be any confusion between 
trade development that can reasonably be expected from a 
railway rate structure, and trade development that must be 
a matter for public or government responsibility, quite 
apart from rate structure!" You are suggesting that 
the railway should be obliged to put in the rates you speak 
of in order that the truck competition elsewhere in Canada, 
enowld, be Ofr sen? 

A. Mr. O'Donnell, as I read that section, the 
Duncan Commission was discussing the Railway Act there in 


connection with changes? 


Q. Well, the Duncan Commission says there ‘In other 
words, what a railway administration might concede, in the 
exercise of its judgment of what was good business or might 
ultimately be good business for itself, seemed to us to be 
demanded as a matter of right by the trader so that his own 
business might be profitably developed, whether the operat- 
ions of the railway were remunerative or not”. Now that is 
what you are suggesting, whether such rates would be re- 
munerative out of the Maritimes by the railways, you are 


suggesting that they should be imposed upon the railways? 
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THE CHAIRMAN: With subsidies? 

A. I qualify that with the statement that the 
pagficular case in point should be subject to review or 
study before a decision is made. 

MR. O'DONNELL: Isn't that what the law now 
p ovides for, that there should be a study made and if you 
are sure that there is any prejudice suffered you are 
entitled to have your statutory preference maintained? 

A. That is what we are suggesting. We do not 
feel in the case of a market competitive situation that may 
develop, that in all instances it should be automatically 
reduced. What we do say is that it should be a situation 
that should be considered and looked into with management 
to see if the adjustment is necessary. 

THE CHAIRMAN: Who would do the considering? Have 
you in mind a Board? 

A. I think perhaps in the initial stages a matter 
of that kind could be carried on between the shipper or the 
shipper's representative, and the carriers, and failing 
‘ccess there (and I am still keeping in mind managerial 
pr rogative) could be referred to the regulatory body for 
consideration. 

MR. O'DONNELL: Isn't that what is done at the 
present time? 

A. That is being done at the present time but here 
te one difference that stands out, Mr. O'Donrell. You see 
under the Railway Act you might be very desirous of giving 
us an adjustment, say from Moncton to Toronto, but you 
would feel that you would have to make corresponding 
adjustments or you would be liable to charges of unjust 
discrimination, and even the traffic volume and the revenue 
you would get might be compensatory but you feel on the 


overall picture you might look at it and under those 
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circumstances you might say "Well, we just can't do it 
because we are going to leave ourselves open to a complaint 
of unjust discrimination", and that is the reason we 
suggest that the purpose and intent of the Intercolonial 
carried through to Toronto operating as a separate railway, 
would give you the power, or the Intercolonial subsidiary 
the power, to go into the matter and make that adjustment. 

THE CHAIRMAN: That is to say, you would have it 
as I said it this morning, so that the Railway Act should 
say that a reduced rate put into effect in the way you 
say, would not be considered unjustly discriminative? 

As That este correct sir. 

MR. O'DONNELL: What I do not understand, Mr. 
Matheson, is why you should suggest that the railways should 
be obliged to put in a rate to meet a rate in some 
other part of the country which does not in any way 
prejudice your shipper. That is what I do not understand, 
and that is what you suggest, as a I comprehend it? 

Aw Weld, if the competition is increased, and a 
particular shipper might lose business - 

Q. Supposing a rate is put in, say between some 
point west of Winnipeg and Winnipeg, concerning traffic 
that you are not interested in at all, why should you be 
allowed to suggest, as I understand you are attempting to 
do, that some similar rate should be put in from the 
Maritimes? 

A. There have been a number of cases - 

THE CHAIRMAN: From the Maritimes to another market 
in Winnipeg? 

MR. O'DONNELL: In Winnipeg. That is what my 
friend, Mr. Matheson, as I understand it, is suggesting 


my lord. 
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the Maritimes Freight Rates Act as originally set up, 
that we think we could have stepped in and had cancelled, 
but we were reasonable about it and we did not consider 
there would be any advantage to us. I am not speaking 
of competition right now; I am speaking of a general 
class rate. As far as that general class rate was 
concerned, we felt that we were not interested in the 
particular market, so we refrained from going into that 
and having it cancelled which we feel we gould have had 
cancelled under the Act. 

Q. Whether or not you are prejudially affected 
or not, if you are not prejudicially affected then you 
intend to impose on the railways, rates from the Maritimes 
into points which are not competing with the points where 
the pareve: a’ in effect? 

A. I assume we would be prejudicially affected - 
put it this way, to some degree. 

@. But you must establish that degree, must 
you not, to the satisfaction of somebody? 

A. As I said before, Mr. O'Donnell, it is one 
of the most difficult things before the Board of Transport.- 
Commissioners and the Interstate Commerce Commission to 
prove prejudice. 

Q. At the present time on the law, as it stands, 
if you can establish that you are in any way prejudiced, 
you are entitled to have your statutory prejudice maintain- 
ed and the prejudicial rate disallowed. The situation as 
to the Maritime Freight Rates Act extends to that point? 

A. As the Maritime Freight Rates Act stands at 
present, that is the power that we can have. We have to 
prove prejudice on competitive rates, and if we do prove 
prejudice, the effect of the Act is to cancel the rate. 


Q. And whether it is competitive rates or any 
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Other rate isn't that fair that you should have to prove 
prejudice before you can insist on the railways! 
managerial preferences being interferred with? 

A. The Act says that where it is other than 
competitive rates, it does not specify the point about 
proving prejudice. The point is if they do not have 
some precautionary measure there, that can be under the 
guise of competitive rates, or any other action that might 
be taken, the benefits that were obtained from the 
Maritime Freight R.tes Act - when I say "the 
benefits"the reductions that were made clearly equalized 
in some other sections in order to wipe out the benefits. 
So you would have in one instance the Dominion Government 
paying subsidies without assisting, which was the purpose 
and intent of the Act. 

QQ. Well, all I would like to record at this 
point, my lord, is the reference to the case in which 
this matter was discussed and it will be found in 46 
Canadian Railway Cases at page 161, and that is a judg- 
ment of the Supreme Court of Canada on Appea. from the 
Judgment of the Board of Transport Commissioners in the 
so-called Potato Case" which will be found in the same 
volume of Reports, or rather 44 C.R.C. at page 289 in 
the Supreme Court. There is one brief extract here which 
I think is pertinent and which sets the situation out as 
it is. Mr. Justice Hudson, during the judgment of the 
Court said at page 164 

"We agree that competitive tariffs established 

outside of a select territory are within the 

contemplation of this section and when such 
tariffs prejudicially affects 'the statutory 


advantages then the Board ghall not', said 
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"the Chief Commissioner, ‘approve nor allow! 

such tariffs, and we agree with the Chief 
Commissioner that these words necessarily imply 
authority to cancel any rates having such effect 
but where any paritcular competitive rates as that 


effect must in each case be a question of fact 


FA) 


to be determined by the Board itself." 

Now I suggest, Mr. Matheson, that in the 
potato case when the facts were looked into it was found 
that you suffered no prejudice, that your shipments of 
potatoes had increased during the period that you were 
complaining of and that you could not point to any 
prejudice and therefore, there was no reason to cancel the 
rates in Ontario. Does that not fully protect your rights? 

A. Mr. O'Donnell, ou quoted that case in the 
Supreme Court, 46 C.R.C. 161. I would suggest also that 
the other Supreme Court case be quoted, 41 re Maritime 
Freight Rates Interpretation, 41C.R.C. at page 56. 
Q. 


4 


Any others you suggest? The one I am speaking 
of is the one that dealt with the matter. 

A. That also gives some specific illustrations 
there in connection with the interpretation. I see your 
point, Mr. O'Donnell, quite clearly and as you remember 
and I want this clarified because in the potato case you 
were dealing with competitive rates. Now in connection 
with Section 8 of that Act,of the Martime Freight Act,if 
immediately after that Act was put into effect,-and I gave 
the salt illustration as one of them,-they started 
reducing rates on various commodities to Montreal or 
Toronto or other points, the purpose 
and intent or the relative basis of the rates that had 
existed would have been equalized at other parts of the 


country. The final result is, and you might not be able 
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to prove prejudice in that particular case, the final 
result is you would have an instance where the Dominion 
Government would be paying the reimbursement under the 
Martime Freight Rates Act but at the same time as that 
reduction was made there was another reduction to 
equalize in another section and you might not be able 
to prove prejudice and we would be no better off than 
we were before. 

@. If you are not affected, why should you be 
no better off than you were before? 

A. Are you meaning to imply there that 
immediately after the Maritime Freight Rates Act was put 


into effect, that all rates were reduced to say the 


Toronto market and caused a difficulty involved in 
prejudice jou say in judging prejudice that that 
situation should obtain? 


Q. 


] 


IT am just asking you why you should be any 
better off if you are not prejudiced? 

A. Well, I think there are some angles there, 
Mr. O'Donnell, I am afraid we are arguing it. 

THE CHAIRMAN: I am just wondering what the 
procedure ought to be. Here you have a certain rate 
structure and then you discover one day the reduc- 
tion made on commodities that you are interested in in 
some other part of the country. Well, do you say that 
that by itself will be also putting a prejudice to you 
that you should not have to prove anything else but the 
bare fact that there has been a reduction made in the 
rate structure? 

A. That is our argument in the Supreme Court 
case. 

Q. Therefore, every time a rate is reduced in 


some other area, it must likewise be reduced in the 
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Maritime Provinces? 

A., That .is right, sir: 

COMMISSIONER INNIS: I was just wondering about 
the attitude towards rates as expressed in the west. 
I think, in the case of Alberta, Mr. Frawley, the 
protest against the lowering of rates in Central Canada 


compared to truck competition -- is there any way of 


reconciling,-that is to say you are arguing for the 
lowering of rates as a result of truck competition. As 
I understand it, in many cases in western Canada they 
are arguing against lowering of rates. Is there any way 
of arriving at a compromise between the two positions? 

A. I don't know if this will answer your point. 
It is my view that competitive rates where they con- 
tribute something over and above the out-of-pocket costs, 
are to the benefit of all traffic throughout the country. 

Q. You have not discussed this with the western 
people? 

A. No, I have not, but that is my view on that 
particular point. 

MR. O'DONNELL: aoe My point, my lord, in 
the potato case is Mr. Matheson agrees concerning these 
rates that the Maritime shippers suggested that it was 
merely necessary for the applicants to produce these 
competitive tariffs showing the reduction in rates in 
Ontario and Quebec to establish their contention and the 
Chief Commissioner said, "In my opinion, it is necessary 
to go further than this and prove some actual provable 
destruction of Maritime trade, or some prejudicial 
effect thereupon, either heretofore sustained or likely 
to ensue as a result of these competitive tariffs." 


THE CHAIRMAN: Well, that is the construction 


of the Act as it is now? 
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MR O'DONNELL: Yes, 
THE CHAIRMAN: Well, Mr. Matheson I understand would 
have the Act changed, and say, "By the very fact that you 
have had a reduction elsewhere, because of competition or 
for some other reason, you must at the same time grant a 
similar reduction in the Maritime Provinces." 
Q@: Isn't that right? 
A. That is the general purport. 
MR O'DONNELL:Q@.Whether it prejudices you or not.? 
THE CHAIRMAN: As a matter of draftsmanship, that is 


very simple. 


MR O'DONNELL: Q. Whether 1t prejudices your shippers 


or not? 

A. Yes. You take, for example--- 

Q. Is that correct? 

A. That is right. You take, for example, there might 
be a reduction from xX to Y to equalize with the Maritime 
Freight Rates Act, and it might not prejudice, because prob- 
ably we might not be shipping there at that particular time, 
but we might be shipping there in the future, 

Q. Then if they are, and you can establish prejudice, 
either actual or potential, you are protected, and what more 
protection do you need then? 

A. Well, I think in relation to the other commodities 
other than competitive rates, we get that protection to-day, 
without indicating prejudice. 

Q. You made no appeal or have taken no case to the 
Transportation Commission or to the Supreme Court since the 
potato case asking for or complaining of any prejudice in 
competitive rates? 

A. No, because of this reason, Mr. O'Donnell, that--- 

Q. I am not interested in the reason. 


A. In the long-run viewpoint we found we would not be 
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getting anywhere, and then of course--- 

Q. Not unless you could prove you were affected? 

A. You see, the war intervened, Mr. O'Donnell, and 
with the intervention of war, and then in 1946 this parti- 
cular case came up, and we have been occupied ever since. 

I have one case in mind, incidentally, that has been held in 
abeyance. 

Q. Now, you say, Mr. Matheson, that circumstances have 
altered since the Duncan Commission, so that a review of the 
Maritime Freight Rates Act would now be in order, and, as I 
gather from what you say, that change has come about by 
reason of truck competition in other parts of the country? 

A. That is right; and by means of a method of increas- 
ing rates horizontally. 

Q. Now, what have you in the way of awidence in support 
of that suggestion which warrants your asking for a review 
of the matter at the present time? 

A. A review of ee 

Q. Maritime Freight Rates Act. 

A. You are asking me if I had specific cases of the 
effects of the-- 

Qe. Yes, 

A. You are speaking of competitive rates now? 

Q. Yes, all right, competitive rates; that is what we 
are talking about. 

A. Well, referring to pick-up and delivery service, 
Mr. O'Donnell--- 

Q. I think you referred to a table the other day, did 
you not, an appendix in volume 2 of your brief? 

A. Are you referring to the pick-up and delivery? 

Q. No; I am asking you what you refer to, what evidence 
you suggest exists to warrant your asking for a change in the 


Maritime Freight Rates Act at the present time? 
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A. Well, I just don't know what particular point you 


If you want to refer to the whole com- 


petitive rate aspect of our studies, that is found from 


Appendix No.21 to Appendix--- 


day? 


Q. And I thought you mentioned Appendix 49 the other 


A. 55. I do not remember specifically; I might have. 


Q. Well, at page 65 of your brief, about the middle 


of the page, you say; 


"From additional studies of competitive rates in 


the Central 


Provinces and the Maritimes there emerge 


these findings: " 


and you refer to 


rate 


tain 


Fee. tna 18 
Q. Now, in 
data there? 


Mie aria. Ls 


Q. And, as 


assumptions? 


Exhibit 48 in volume 2 of your submission. 
right. 


Exhibit 48 you set out a whole array of 


right. 


I understand it, it is compiled upon cer- 


A. What are the assumptions, sir? 


Q. Well, you have a heading there, "Assuming Normal 


Rates were increased 15%", for instance ? 


A. Yes. Well, this was prepared, Mr, O'Donnell, you 


must realize this was prepared--- 


mitting 


respect 


Q. Much before? 


A. The time of the application. Not that we were com-~ 


Q. so that 


ourselves that the rates should be increased by 154. 


the rates set out in page 48 in that 


are not factual; they were based on those assumptions? 


A. They have changed over. I think I qualified that 


at the hearing, and you must remember that since this brief 


was presented, October llth, 8% increase has been added. 


Q. And the 


same thing applies to Appendix 48, likewise 
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based on assumptions which are not factually correct? 

A. Assumptions which changing events have not proved 
out, or adjusted by other increases, As you can appreciate, 
it would be a tremendous job to bring this all up to date 

right now. | 

Q. Again, at page 65 you have footnote 108, referring 
to Appendix 49. Will you please turn to Appendix 49, in 
volume 2; have you got that? 

A. That is right. 

Q. Will you please tell the Commission where you find, 
for instance, the first group there, Ale, Beer and Porter -- 
where you find the 32-cent rate which is set out under the 
heading in the last column, "Rate Sept. 15, 1948"? What 


tariff do you get that in? 


(Page 7420 follows) 
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A. That might be a class rate,. It is quite diffi- 
Cult Tor me’-to- pick’ out! rates--- 

2» Under my instructions, Mr. Matheson, the last 
figure under each commodity that you have given is wrong; 
for instance, the 32 cents is wrong, and in the case of 


Agricultural Implements and Parts the 41 cents is wrong, 


the Apples in No.3, the 41 cents is wrong, in Boots and 
Shoes, No.4, the 75 cents is wrong, and so on right 
through the whole exhibit. 

A. These rates, incidentally, Mr. O'Donnell, were 
checked by the Canadian National Railways. 

Q. As to that, I don't know anything about it, other 
than my instructions. 

A, In Moncton. If they are wrong, it is one of those 
things. I will have to re-check them again to see, to 
bring them up to date. 

MR COVERT: Mr. Chairman, I was going to suggest 
Phat if it is just left this way it does not do us much 
good. I think perhaps Mr. O'Donnell has the correct in- 
formation, 

MR O'DONNELL: My instructions, Mr, Chairman, are 
that the correct information is set out in the second column 
and not in the third column as shown there; what is shown in 
the third column is wrong. Those are the instructions that 
I have. 

THE CHAIRMAN: Well, they ought easily to be put 
right. 

THE WITNESS: Yes. What is right there? You say 
the first column and the second column are right but the 
third is wrong? 

MR O'DONNELL: They are incorrect. 

THE WI NESS: Mr. O'Donnell, the answer is, it was 
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an assumption there in connection with the 15% increase, 

MR O'DONNELL: Well, there is no indication of any 
assumption, and in any event it is not factually correct, 
on my instructions. 

THE WITNESS: Well, it can be easily corrected; 
but I do not think it destroys the purport of the general 
picture. 

MR O'DONNELL: Q. I don't know; I understand it 
does. Apart from those tables that are not factually 
correct, and which you have put forward as being indicative 
of the existence of truck competition in other parts of the 
country, have you any other information that warrants your 
Saying that the Maritime Freight Rates Act should be revised 
at this time on account of such truck competition? 

A. You mean in addition to all these exhibits? 

Qe Les. 

A. Pf have nothing further, excepting that I did not 
-- it was quite a voluminous task to dig into this, Mr. 
O* Donne li; 

Ory Lounderstand that. 

Av” I-want’ to point out, of course, that all the 
rates that are included here on which traffic moves are not 
ahere. For example, there are the truck rates and there 
are the water rates. These are only the competitive rates 
that the railways have published, or some of the competitive 
rates the railways have published. 

Q. Now, at page 64 of your brief, about the second 
paragraph from the end, you say: 

"ss. 6. 6 the number of competitive reductions has been 

considerably less in the Maritimes, attributable in 

part to the limited quantu of attractive package 

traffic and in part to the lower rates under the Mari- 


time Freight Rates Act . 
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I gather from that that there is less need or there would be 
less occasion for reductions in the Maritimes swide to the 
low rates prevailing other than the Maritime Freight Rates 
Aetpoinythe first instance; correct? 

et, Yes. The motor trucks have considerable difficulty, 
iL imagine,-in relation to the rail rates, to meet the com- 
petition. 

Q@. The rail rates are so low that the motor trucks in 
the Maritimes have very great difficulty in meeting them; 
and, secondly, I gather that there are a lesser number of 
commodities, individual commodities, carried in the Mari- 
times as compared with those which are carried in central 
Canada, for instance? 

A. Iwill put it this way; I will answer it this way: 
There are less manufactured goods in the Maritime Provinces 
than there are in the central provinces. 

QO. But, notwithstanding that, is it not a fact that 
a higher percentage of the revenues resulting from railway 
transportation in the Maritime Provinces ” that is, in the 
Atlantic region of the Canadian National Railways, in any 
event oe results from competitive traffic revenue than is 
the case in any other region of the Canadian National Rail- 
ways? 

Bin You say that most of the traffic in the Maritime 
Provinces, most of the revenue that accrues in the Maritime 
Provinces, is predicated on competitive rates? 

Q@. No, I do not say that; I say a greater proportion 
of the revenue, freight revenue, in the Atlantic region 
accrues from competitive traffic than that in any other 
region of the Canadian National; do you know what your dete 
tionulisn in «that respect? 

A. I wouldn't know; you would have those figures. But 


that is quite a different thing. It has been only a guess, 


hi . ay an 
7 . . - . ' ; . ) 
has Ais = alin ee et OSM, Beal GL stedd. Jani. tpess wom xedteg: I: ik 
ete po eae eee “ bar um zs , i A; i a b ; 
y ip! 


Rts phon \267 notasobe gael 


we 


tate waniteverg tum and, 


gtedi dart? ed of “tah 


2 ee te 
1 WE ye are 


Same port estiteo2 ig 


to NOSBN: 
ff 
jaghot Der he» £ sy 


is 


wld hehe “~ ee 


~ 


~ 7423 - Mr. Matheson, cr-ex. 


I am glad to know that you have developed your information 
as to the traffic figures on that scale, 

MR O'DONNELL: My figures are, Mr. Chairman, that 
in so far as the Atlantic region of the Canadian National 
Railways is concerned, exclusive of grain and grain products 
and transcontinental traffic, a comparison of the 
competitive traffic revenue with the regional freight 
revenue would show -- these are the figures for 1940 -- 
that 11% of the regional freight revenue in the Atlantic 
region is competitive traffic revenue, whereas--- 

THE CHAIRMAN: Why do you go back to 1940? 

MR O'DONNELL: Because, my lord, during the war- 
Pame He rates were frozen, 

THE CHAIRMAN: But there is nothing since 
the war? 

MR O'DONNELL: No, not since the war. The rates 
were frozen. Study had been made for a number of years 
until 1940, and then during the wartime period the rates 
were frozen, and since then no other figures are available 
than the 1940 figures. Whereas in the central region, my 
lord and members of the Commission, the percentage of com- 
petitive traffic revenue as compared to the regional 
freight revenue is 10.1, in the western region it is 2.1, 
and on the system as a whole it is 7.5; so that on the 
figures that I am instructed have been compiled it would 
show that in the Atlantic region a greater percentage of 
the freight revenue ‘accrues from competitive traffic than 
in any other section on the railway. 

THE WITNESS: Does that change your figure, Mr. 
O'Donnell, from the estimate of Mr. Knowles of 19% of the 
revenue for all Canada obtained from competitive rates? 

MR O'DONNELL: ‘That is a different compilation. 


MR EVANS: It was not 19%. 
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MR O'DONNELL: 16%. 

THE WITNESS: You see, as I remember the compila- 
tion, Mr. Evans, the 19%, when they took into consideration 
the international traffic it came down to 16%, but when you 
segregated the international from the total it was roughly 
about 19%, it was higher, so --- 

MR O'DONNELL: 2. What I am interested in, Mr. 
Matheson, is the statement you make at page 64, that the 
number of competitive reductions has been considerably less 
in the Maritimes, and I say that figures show that propor- 
tionately you had more. 

A, Would that include export and import rates as well? 

we NO; 1 Said it is exclusive of grain and grain 
products and transcontinental traffic. 

A. But exclusive of import competitive rates? 

Q. I don't know. 

A. I would like to see those figures and the basis for 
the figures, because I question them, 

3. Lam instructed that it does not include the export 
and import rates. 

A. Would I suggest that that be--- 

Q@. All I am asking you, Mr. Matheson, is if you have 
any additional information to support the statement that you 
make at page 64, that the number of competitive reductions 
has been considerably less in the Maritimes? 

A. That is, in the number; but, you see, the competi- 

tive reductions--- 

QW. Well, have you anything else other than what you 

have mentioned, these various appendices we went over 
which were not factually correct, for instance? 

A. Beg pardon? 

Q@. Have you any other information in support of that 


statement than the various appendices, 47, 48 and 49, 
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which are not based on--- 
MR. F, D. SMITH: I do not want to interrupt, my 
ab2abeb | 

MR O'DONNELL: Which are based on assumptions for 
the most part. 

MR. F. D. SMITH: I dort think it is fair to say 
they are not factually correct. They are correct on the 
assumption that the increase would be 15%. There is nothing 
to show that any of Mr. Matheson's figures are wrong, if the 
assumption that there would be a 15% increase is made. 

MR O'DONNELL: That may be, but, on the other 
hand, it certainly is not factually correct, because the 
situation is not as set out. 

MR COVERT: Mr. Chairman, It seems to me, with all 
respect, that we are quibbling as to what you call a thing. 
There is no point, if I may so suggest, in saying that the 
whole statement is not factually correct. As I understand 
it, they are agreed that the exhibits are factually correct 
except as to one column, and, as I understand Mr. Matheson, 
he says that that one is based on an assumption. I do not 
think we should waste time here on saying whether they are 
factually correct. 

MR O'DONNELL: I quite agree with that; but if the 
assumption is incorrect, then the compilation as set out in 
the exhibit is incorrect. 

MR. F. D. SMITH: "The assumption is incorrect" -- 
I cannot quite understand that language. Since then there 
has been an 8% instead of 15%. 


MR O'DONNELL: And that throws the whole compilation 


out; that is my point. 
THE WITNESS: You see, with the change in the 


freight rate structures--- 


THE CHAIRMAN:Q@.Mr. Matheson, is not this the posi- 
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tion, that you tell us that it is unfair that you should 
be compelled, when you have a case under the Maritime 
Freight Rates Act, to show actual prejudice, because it is 
very hard to establish actual prejudice? Is that right? 

Aoeinateis right.) sir. 

Q. And therefore there should be a substitution made 
and another procedure followed; but are you not attempting 
in these figures to show that there is actual prejudice, 
the thing that you say is so very hard to establish? 

A. What I am doing here--- 

Deaee tote dk Lost right., sir? 

A. Iam saying here that these reductions were made, 
that these competitive reductions were made on a large 
number of commodities. 

Q. Are you not trying to show that that prejudiced 
you, then? 

A. Not as regards a rate between X and Y. I might in 
some of these cases show where they have reduced the rate 
by 20 or 30% and we have not got a corresponding reduction 
because we have not got the same competition, and we are 
Saying that it is quite difficult for us to indicate weet 
judice, but there is what happened. They reduced those 
rates. 

Q. ‘That is, you say there has been a reduction else- 
where? 

Ay 6 That ts right. 

Q. Therefore we should get it at home; isn't that it? 

A. On the proportion of our rates coming up here. 

THE CHAIRMAN: You see, Mr. O'Donnell, it seems to me 
if we take Mr. Matheson's position as he has given it to me 
on several occAsions it greatly simplifies the whole case; 
I do not say it makes it any easier, but it simplifies it. 


He says that, leaving prejudice aside for the time being, 


& 


Lanett ta voning #3 


. 


ahem auatad ts Rive Bed. -bLyore sind eashegertt ‘hag 
cpaatemsts Jon ure ots gut bawol fot. stgbeoog, switong: bas 


 eahbitiors fandoa ad ensitt Saris nota, bg, Rome, stedy iat. 
. DStabigerne ae bust wise on. ah eee St, deds aetstt tees 
ot, wah ok, a J, tariW ne 
tiene aaa 
Seon? tale, omad gaigaa ris I a aay 
egest 2.no eben eed aC Loupor, o¥8S2t9gmo0, sent teMit 
‘ 293 3 Lb 04 Out. te, sada 


tel? teds. wode of sibyyt dors HOY, O% 4 .8 a 


; Oe Oe @ 
SF fae en Thon, SON : Uy 
r f f ee a4 ‘ Paes ia) * iy 


~% Dawe  nogwibad. ett 5 ihe gon RS toM.. «A 
+ Deohed ave Yad ana wore agand QBocty. 3g ame 
Bok Bex SALTED SB FOR Fon .ovsd om, bp £ 8 ROE 59, OME 
eye ow bee ets Etoomtos omen ant 203 ton: overt = ecigeged 
| | ot Lyset ED aitup al 32) tent seine 
ous yet  bertegasd }aciw at otadi. ud <3ibat 
| P > Reda 


ad ogantd Yas “oy Sty 38 te al we 


> 
% ‘ 


Seta, 
| ‘aipin ot sagt gh 
\ tang + ed. pomoel. Ri: ae ea SLnGAs oy prot onode 
arrort at hans Rehan qo ‘to oni yogis ald Po, 
3 aihooa tt Leo Pet s 30h HOY (MATAR ma : 
ae ot $i 1oyzy. aed of Bs none tgeq Bl apuodtett, a niet ii 
a easo oforw ont eer ttbams. ehteoma ti _biay.tedgce 
a Paw BN: ges tud <tenaiae ine 8 i 
| apts, eae ae a Rai | | 


ve) 


- 7427 - Mr. Matheson, cr-ex, 


the railways grant a lower rate, and every time they reduce 
a rate on the commodity in which the Maritime Provinces are 
interested, namely, potatoes for the time being, a similar 
reduction should be made on the haul from the Maritime 
Provinces to the central Canadian market. 

Q. Isn't that right? 

Ay » That. 1s right, 

Q. Without havirg to show any prejudice. That is 
one part of the case. Therefore there is no use in going 
into a terrific mass of figures to show whether or not in 
any particular case or between any two particular points 
there is prejudice. Secondly, he says that the Act should 
be further extended in this way, that even if there is no 
railway reduction in the case at all, if therailways abandon 
the attempt to compete with the trucks in bringing potatoes 
to the central market, nevertheless there should be a lower 
freight rate on the railways granted in the Maritimes so as 
to compete with the trucking of that same commodity to the 
central market by the potato growers of Quebec and Ontario. 
Miath ise right, den't it? 

Ry Mchatyie eaten. 

THE CHAIRMAN: Now, those are the two things he 
wants, and he is going to submit to us a draft of his 
proposed amendment. Now, it seems to me if we confine the 
case to those two things, which in themselves are of 
radical importance, we will be proceeding, I think, more 

clearly. Take that second case, you see, the second | 
point that I put there; it creates this new Situation, that 
is to say, you may have potatoes carried in central Canada 
wholly by truck; the railways may decide that they cannot 
put in force a competitive rate whichwould meet the require- 
ments of such a rate, that is to say, which would be no 


lower than was necessary to meet the competition, and at 
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the same time would reimburse out-of-pocket expenses and 
provide a margin of profit, greater or less, but some con- 
tribution to the overhead expenses. Now, if the railways 
make up their minds that they cannot do that, and they are 
going to abandon the hauling of that commodity, so that the 
trucks take it all, then according to Mr. Matheson the 
Maritime Act should be amended so that the railways in the 
Maritimes should grant a rate which would compete with the 
truck rate in the central part of the country. Now, I think 
those are the two proposals he has to make, and if we 
address our questions and our evidence to those two points 

I think we would be making better progress, instead of going 
all over the country to see what ae he 

MR O'DONNELL: The trouble, my lord, is that the 
brief is very extensive, and there are a whole array of 
statements which one is inclined to follow or explore with- 
OUuc any real penefit in the end. 

THE CHAIRMAN: You see, in the first place the 
Maritime Freight Rates Act was conceived with the view 
wholly to railways. 

MR O'DONNELL: That is right. 

THE CHAIRMAN: Not to any other mode of irananectee 
tion. 

MR O'DONNELL: Well, I quite agree, my lord, that 
possibly--- 

THE CHAIRMAN: I would be very thankful sofar as I 
am concerned for anything that you might--- 

MR O'DONNELL: I was merely trying to find what 
evidence there was in support of the suggestion; I was merely 
asking Mr. Matheson what evidence he had in support of 
these various suggestions, that these competitive rate 
reductions in the central provinces had increased the rate 


-- disadvantages, as he puts it -- of the Maritime 
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industries, and the central markets of Quebec and Ontario. 
He sets that out at 66, 

THE CHAIRMAN: His answer to that is, you have 
made the reduction, and therefore--- 

MR O'DONNELL: Well, that is what he says, 

THE CHAIRMAN: The courts have held that so far 
he has to show not only that there has been a reduction, 
but that the reduction created a prejudice. He wants that 
idea of prejudice removed. 

MR O'DONNELL: Q. And its removal would, Mr. 
Matheson, amount virtually a automatically to a subsidy, 
or a further subsidy, in any case where the competitive 
rate had been put in in the other provinces? 


Be eeteo,. unat 19 right, 


Q. Now, at page 52 of your brief you make reference 
to the machinery for the publication of rates, and so on. 
Do you consider the provisions of the Railway Act and the 
Transport Act concerning the filing and approval of rates 
as they stand at the present time to be satisfactory? 

A? In my own experience, Mr. O'Donnell, I find it 
very satisfactory. The main thing involved there is com- 
petitive rates. One thing I do think, however, is that 
competitive rates should be subject to greater review than 
at present, somewhat on the same line as fourth section 
relief or review in the United States; but by saying that 
I do not meam that the railways should be handicapped in 
not publishing a rate on short notice. 

Q, That is what I had in mind. When we were in 
British Columbia I think the suggestion was made to the 
Commissioners that every change in competitive rates at 
least would have to be approved prior to . coming into 
force, and my suggestion was that that would virtually be 


impracticable and would impede the railways in the handling 


<cuae dat 


’ 


SA8 endear *o eiheothaa hers yee ‘oid ‘tee eons 
| | oC ‘$5: ca “art! et 
TAS OF <aBatieria'| Ltt aire ane ae v§ 
ware. ot Sad, Dae ,frozd ¢ogsbaer 
TaMnod! > “Ai 


: Al PENT ASAD sHT 


mem ton i 


10 Se Ba- 2 acta beand 9 
aq 


} rs Feely, bok roctt Re om i i hy, 3 


fae a 
vals 
ebrit t esdrauted estoy 


YE 8 arate wae 2 fae ‘pet'stiobagte 
vt, te tke fault ; Px 


a Bit nen 


- 7430 - Mr. Matheson, cr-ex, 


of their everyday business and in facilitating shipments of 
the shippers? 

A. I would not want to say that, because I have had 
cases myself where if it was held up for two or three weeks 
it would be just disastrous for the railways so far as 
getting the traffic was concerned, 

THE CHAIRMAN: There is this other matter that 
might be considered, Mr. O'Donnell: If the Act remains as 
it is, and there is no change, then I think Mr. Matheson 
contends that when the Board is called upon to deal with 
the rate which is said to be discriminatory as against the 
Maritime Provinces, the Board should have the power not 
only to disallow the rate but to fix a new one instead. 

THE WITNESS: That is’ right. 

MR O'DONNELL: Yes, I understand that suggestion 
With respect to that other point. 

Q. And on that point, possibly, Mr. Matheson, suppose 
the railway did not want to meet the competition, how would 
the subsidy be computed in that case? 

A. On the basis of a subsidy? 

Qo, Yes, 

A. 1 think there is the matter there of working out -- 
there are some mechanics here, Mr. O'Donnell, and perhaps it 
is a question of regulétions rather than the law itself, I 
would suggest, of course, that there could be a determination 
as to what the normal rate would be otherwise, and adjust- 
ments made on that basis. I am keeping in mind there, you 
see, that the Canadian Pacific Railway is operating in that 
territory, and the Duncan Commission itself found that there 
should be some recompense of that operation, and other rail- 
Ways also, in the event of any adjustments that are in line 
with the Intercolonial policy. 


q Q. And there wouidbe some mechanics also in the case 
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where it might want to meet the competition; there would 
have to be a computation of subsidy in that case also, on 
your theory? 

qa Beg pardon? 

Q. I say there would have to be a computation made 
as to the subsidy to which the railway would be entitled 
in the case where it might want to meet the competition? 

Aan, Seronitpely. 

Q@. How would that be computed? Is that again a 
matter to be discussed? 

A. You see, the Maritime Freight Rates Act did not 
lay down altogether the procedure and the intricacies in 
minute detail as to how this is done in connection with 
reimbursement under the Maritime Freight Rates Act. That 
is being done by the Board of Transport Commissioners on 
the submissions each month and adjustments made, so I take 
it the same procedure or regulations would be set out for 
that. 

Q. At page 74, Mr. Matheson, you speak -- I think Mr, 
Sinclair covered this question, but I am not quite sure -- 
concerning the arbitraries. An arbitrary is merely part 
of a rate, is it not, in’ the final analysis? 

Ae it ws part of 4a joint through rave. 

@. And there is nothing in the Maritime Freight Rates 
Act that prevents the increase of the rate or any part of 
the rate if the circumstances prevailing under section 
(3(2)(_) or section 3(2)(c) exist? 

A. The whole arbitrary structure of the Maritime Pro- 
vinees has been one of concern and representation for years. 

Q. But there is nothing in the Maritime Freight Rates 
Act that prevents the increase of arbitraries? 

Bs Not in specific reference to arbitraries, but we 


are very .much snterested in our arbitraries, and there have 
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been quite a few decisions where the Board of Transport 
Commissioners have discussed it, I am not going into the 
detail of it, but I would refer to the following cases--- 

Q. I only asked you, Mr, Motes 

Ay? Yes Sout“ ie think?’ it is apropos to this answer: 
eine pemserr nh. L397 TSS. 0; Ree Ry GLP Sot Re ee Sone 
and p9°C.. RVC. 'e38"ar. 250, 

Q@. I still ask you, and I think you agree i there is 
nothing in the Maritime Freight Rates Act which prevents 
the increase in the arbitrary as part of the rate? 

A. There is nothing specific in that, Mr. O'Donnell, 
but we are asking for it To be specific. 

Q. The table you set out at the top of page 90 of your 
brief, Mr. Matheson, I am instructed that the mileages in 
certain of those cases are wrong, and that therefore put a 
different complexion on the comparability of the rates. 

For instance, the mileage Halifax to New York, instead of 
being 954.1 as set out, I am instructed, is 776. 

A. What is that mileage again? 

Halifax to New York, instead of being 954, is 776. 

1 tale ew: 

THE CHAIRMAN: It should be 954 instead of 776? 

MR O'DONNELL: It is 954, and I am instructed it 
should be 776. 

THE CHAIRMAN: It is the other way round, 

MR O'DONNELL: Yes, my lord. 

Q@. And Bethany, Ontario, to New York, instead of being 
moe, ts 550. 

A. Bethany, Ontario, is what instead of 952? 

@.. 588, 

A. I am glad you brought that up, Mr. O'Donnell, be- 


cause we had--- 


Q. There may be some explanation of the difference. 
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A. We had these rates checked, you see, and as a 
matter of fact there was an exchange of wires between your 
office in Montreal and Moncton, and we made some corrections 
on our own basis. 

Q. It may depend upon what you consider the shortest 
route mileage; I suppose that may be where the difference is. 

A. What we were trying to get was the short line mile- 
age. Would these be Canadian National mileages? That 776 
looks to me to be the short line mileage. 

MR O'DONNELL: I would suggest, my lord, that for 
the purpose of saving time, we can have that checked. 

THE WETNESS: Yes, I would like to have it checked. 

THE CHAIRMAN: Then we will adjourn, Mr. O'Donnell. 


---At 12:55 p.m. the Commission adjourned until 2:30 p.m. 


(Page 7435 follows) 
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AFTERNOON SESSION 


Monday, November 7, 1949. 


THE WITNESS: There was a question put to 
me this morning, Mr. Chairman. It was very brief, 

It wos: If I knew of any occasion where arbitraries 
were fixed in relation to rate changes. 

I said I did not remember, st the time. 

But at the noon hour I checked up, and I found one 
case I want to refer to. 

It is order No. 72905 of the Board of Trans- 
port Commissioners, and it is dated August 12, 1946, 

It is in reference to international rates, 
in connection with the rates on newsprint, and the 
Board stated: 

"Rates on newsprint paper from Canadian 
basic groups be fixed as herein stated to 
arbitraries from points taking arbitrary dif- 
ferentiasals over the basic groups as set forth 
in Order No, 50913, dated the 5th of April, 1934," 

That is, the newsprint case -- that they 
shall not be increased under the order. 

MR. SINCLAIR: Q. That was an international 
rate case, where the local Canadian rate could not be 
increased. That was a very different case to the one 
I put to you this morning. 

A. This is an instance where the arbitrary has 
not been changed, but has been maintained since 1934, 
despite general percentage increases in the inter- 
national rates, 

Q. Am I correct in saying that that is an inter- 
national rate case, and that ell they said was that the 


Canadien could not be increased? 


A. The Canadian factor could not be increased, 
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In other words, that is a specific illustration of 
an arbitrary that has not been changed. 

THE CHAIRMAN: Is there a judgment by the 
Bosrd? 

MR. SINCLAIR: No doubt there is, Mr. Cheirman, 
But I say that the facts, as given by Mr. Matheson, 
clearly show that to be completely irrelevant to my 
point this morning, that is, of an arbitrary part of 
the through rate being maintained, fixed, irrespective 
of the other factors in the rate being increased, That 
is an internetional rate case, and I submit it has no 
application to the point I was dealing with this 
morning. 

THE CHAIRMAN: Perhaps we had better see it. 

THE WITNESS: This is an order of the Board 
of Transport Commissioners, Order No. 72905, and it is 
dated August 12, 1949. And I might say that the rate 
was from Bathurst to a point in the United States, as 
a joint through rate, consisting of an srbitrary based, 
if I remember correctly, on Grand Mere, Quebec; and 
that arbitrary has never been changed since 1934. 

MR. SINCLAIR: Q. Once again I would submit 
thet this is an international rate case, and is entirely 
dissimilar to the point I made, 

A. That is the only exception I know of, of the 
international rates, where they have not increased 
their arbitraries. In ell other instances, they have, 

THE CHAIRMAN: Q. You say it is the only 
one in which they have not? 

A. That is right, at least, on these inter- 
nationel rates. 


Q. On other occasions, were the arbitraries 
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A. Yes, Mr. Chairman, I would say that where 
there might be some relationship between other shipping 
points, if on an arbitrary or differential basis, this 
is the only exception that has been made, except if you 
go into the case of Port differentials. 

MR. SINCLAIR: QQ. Which ere not arbitraries, 
at all, 

A. The line of demarcation between what is a 
differential and what is an arbitrary is quite contro- 
versial. The same definition might be applied to both. 
I think thet is e matter for argument, this other feature, 
Mr. Chairman, 

THE CHAIRMAN: Q. What you say about 
arbitraries, or what you submit is: that they ought 
never to be changed -- never be increased, I mean? 

A. Never be increased, except with the approval 
of the Board of Transport Commissioners. 

MR. O'DONNELL: Q. And the answer you gave 
was thet, under the Meritime Freight Rates Act, there 
is nothing to prevent en increase in erbitraries? 

A. As the Maritime Freight Rates Act is now con- 
stituted, there is nothing to prevent that, as I inter- 
pret it. 

Q. There ere a considerable number of other 

points which are mentioned in the brief, and I would be 
inclined to take some time to go over them. But it 
might shorten matters if we brought our own evidence 
concerning those points. So, in the circumstances, 
I think I shall not ask Mr. Matheson certain questions 
which, otherwise, I would. But I would not wish it to 
be supposed that, because I did not ask him, or cross- 
examine him on certain points, that I necessarily 


agreed with him. But, at page 103 of your brief -- 
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THE CHAIRMAN: Of the first volume? 

MR. O'DONNELL: Yes, Mr. Chairman, page 103. And 
I would like to ask Mr. Matheson one question about 
that. 

Q. In the second peragraph, you say: 

"While this whole matter of slternative 
routings appears to be one ae an investigation 
directed to (8) a balanced arrangement in the 
interest of both the railway and shippers, and 
(b) the practicability of universsl inter-change 
in Canada, it is, however, specifically recom- 
mended that such changes that are necessary in 
the Maritime Freight Rates Act be effected to 
restore the alternative routing privileges that 
previously existed via Saint John, N.B." 

What do you mean, or what had you in mind 
by the practicability of universal inter-change in 
Cansda? Did you mean that the originating carrier 
should have the longer haul to the inter-changing 
points closest to destination? 

A. That is the generally accepted principle 
in rate-making, that the originating carrier would 
have the benefit of the long haul. But then, in 
connection with this angle about alternative routings 
vie Saint John, that is another feature which was, 
really, in existence before; and the Supreme Court of 
Canada overruled the Board of Transport Commissioners 
on it. 

Q. That matter was gone into? 

A. Thoet matter was gone into, andit is a 
question of interpretation, 

Q. That is the judgment in 34 S.C.R,, pase 223, 
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THE CHAIRMAN: What was the effect of that 
judgment? 

MR. O'DONNELL: Well, the elternative 
routings which had previously existed were not ordered 
to be restored via Saint John. 

THE CHAIRMAN: Were not what? 

MR. O'DONNELL: Were not restored via Saint 
John, 

THE WITNESS: If you remember, the inter- 
pretation of the Supreme Court was to the effect that 
where the Maritime Freight Rates Act was compulsory 
on the Canadian National, and only voluntary, in respect 
of the Canadian Pacific Railway, or permissive in con- 
nection with the Cansdian Pacific Railway, the Board 
could not force the Canadian Pacific or the Canadian 
National to participate in a joint rate within the 
Maritime area, via the Saint John routing. 

MR. SINCLAIR: Q. But the Canadian Pacific 
wes willing to maintain the Saint John gateway? 

BR. Definitely. That is’right. 

THE CHAIRMAN: If you are through with 
Mr. Matheson, Mr. O'Donnell, let me say that following 
up a case you are making for the Maritime Provinces, 
as I understand it, I suppose it would be a natural 
outcome of that, that the rates made, or which have 
been ordered fixed from time to time to give you relief 
in the Maritimes, ought to be fixed by the Board of 
Transport Commissioners? 

THE WITNESS: Definitely, sir. 

THE CHAIRMAN: Q. That would free you from 
all talk of discrimination? 

A. That is right. There might be some cases which 


do exist now, where there is no conflict with the 
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Railway Act. 

Q. You refer to one or two cases decided against 
you. One was that you would have to show actual 
prejudice yourselves? 

A. wenat Ls rignc. 

Q@. And that in any case 211 the Board could do 
would be to disallow certain rates, and that the Board 

ate a rate instead, you say from now on, rates 
Should be fixed,in such cases, by the Board? 

A ie That: Ls -right. 

Q. If so, if such a rate would otherwise be 
discriminatory, the Board fixed it? 

MR. SMITH: I find that Mr. Brazier wants 
to ask a question. 
CROSS-EXAMINATION BY MR. BRAZIER: 

Q. Mr. Matheson, I refer you to the evidence 
which you gave in Volume 36, page 6903, when you were 
cross-examined by Mr. Sinclair. Have you that evidence 
there? 

A. Taste vishty. 

Q. And I refer you specifically to the answer 
you gave just below the middle of the page, which 
starts: 

ta Well, this might be o long replys 9. 204" 

WES VS dligicen wachissgea a chee 

Q. Would you refresh your memory now by looking 
that over? 

hyve Yeas 

Q. In the first place, would you tell me what 
you refer to, when you mention eost of service, in 
the second line of that answer, when you say: 

uo. 6. Frankly, I think predicating freight 


rates on cost of service is impracticable -- 
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that is, predicated on just cost of service alone. 


if 
et eek 


What kind of cost did you have in mind at 
that time? You will see, later, you refer to out-of- 
pocket costs? 

A. The minimum cost of service. 

Q@. Would thet correspond to out-of-pocket ex- 
penses? 

A. That, in some instances, could include so- 
called expenses that would not be incurred if the 
traffic did not move. 

Q. Now, if you consider the matter to include 
the cost, to include the all-inclusive costs, that is, 
your out-of-pocket, plus your rents, taxes, and profits, 
would you still have the same opinion, that it is 
impracticable? 

A. I would still have the same opinion. 

Q. Now, whet are your reasons for saying it is 
impracticable? 

A. When you sre dealing with the fabrication of 
freight rates, you are dealing with a wealth of com- 
modities, some commodities being of very low value 
but high in bulk, bulky commodities which, if they 
were assessed on the so-called average cost of service, 
would only move within a very short distance. 

Now, the fect that that traffic would not 
move, would have the effect -- that is, where it would 
not move, and contribute to the over-all cost, to the 
general overhead, -it would have the effect of in- 
creasing all-inclusive cost of service. 

The railroads then would require edditional 
revenue, or increased rates, in order to compensate 


them for the difference. (Page 7445 follows) 
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MR. BRAZIER: Q. Can you give me any 

example of such commodities which are today moving? 

A. Coal, for example, and I will just refer you 
to the ex-parte case 168, in the ex-parte case 168 
final deeision. 

Q. This is the Interstate Commerce Commission? 

A. Yes, Interstate Commerce Commission, and 
incidentally the Interstate Commerce Commission have made 
some very exhaustive examinations into the case. They 
have made many studies in connection with the movement 
of coal and movement of automobiles which is a relatively 
high value commodity. In this recent decision were set 
out figures on the mimeographed page 58 of that partic- 
ular decision -- various cost factors dealing with the 
products of mines vis-a-vis all traffic routes and I 
think it would be appropriate for me just to read from 
page 59 of the mimeographed copy of that decision: 

"Tt will be noted that products of mines 
compare favourably with all carload traffic except 
as to ton-mile revenue and weight unit distribution 
of the overhead burden. Thus, if we add the weight 
unit distribution of the overhead burden, namely, 
$855,000,000, to the out-of-pocket cost, namely, 
$1,420 millions, we arrive at a ‘fully distributed 
cost! of $2,275 millions, which exceeds the revenue, 
$1,873 millions, by $402 millions, the revenue 
being only 80 per cent of such cost. Based on 
petitioners' estimated expenses and revenues for 
1949, the revenues for the principal products of 
mines would be less than 100 per cent of such 
'fully distributed costs', as follows: iron ore, 
52 per cent; bituminous coal, 70 per cent; coke, 


74 per cent; nonferrous ores, 76 per.cent; and 
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anthracite coal, 91 per cent. Petitioners and 

producers of certain other commodities therefore 

contend that these products of mines will not bear 
their fair share of the overhead burden unless 

they are increased percentagewise in this proceeding 

at least to the same extent as commodities 

generally." 
The competition of out-of-pocket costs on operational 
expenditures and the distribution of the overhead burden 
of a weight unit basis give inadequate consideration to 
the relatively low comparison and favourable trans- 
portation characteristics of these commodities. Would 
they find in that case that the coal would not move if 
it. bore its full share? 

et they 5 Trent, Bir 

Qo" They actually made that finding, adidithey? 

A.~ Yes, that is the finding in this particular 
case. 

Q. Would you agree with me, Mr. Matheson, if I 
said that the practicability of using the cost of service 
basis increases as the percentage of the value of the 
available costs increase? 

Ay Not necessarily, Mr. Brazier. I think one 
of the most outstanding cost studies in that regard has 
been made by Mr. Floyd Eldridge of the Interstate Com- 
merce Commission with which I have had several dis- 
cussions and exchange of correspondence and in the 
report of the Senate Committee Document 63 he goes into 
this whole cost picture in connection with Interstate 
Commerce Commission case 28-300, and I think I should 
refer to page 78. I won't read it, and 79 of that 
particular Senate document, which goes into the question 


of the distribution of the constant cost basis on 
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considerations of ability to pay. 

Q. Let me put it this way, Mr. Matheson. If the 
comparable costs amounted to 100 per cent of the all- 
inclusive costs, then would you agree that the fairest 
and most practical way of fixing freight rates is by 
using the cost of service as a basis of those rates? 

A. That is an assumption which I do not think will 
ever eventuate. 

Q. No, but in that case you did agree with the 
theory? 

A. I would have to give some thought to the 
ramifications of it, but I think it is an impracticable 
situation. 

Q. The studies that have been made over the past 
ten years tend to show that a much greater percentage 
of the costs are available with traffic than was the 
case ten or fifteen years ago. Isn't that correct? 

A. It is absolutely correct: in this sense, that 
as the density of the traffic over the line becomes nearer 
to the maximum or the capacity of the particular line in 
the long term, and that has to be differentiated in the 
long term point of view, the comparable expenses tend to 
increase put I will say definitely and categorically that 
it will never be 100 per cent. 

Q. I think the most recent study of the Interstate 
Commerce Commission shows that they come to the conclusion 
of 80 to 90 per cent? 

A. 80 to 90 per cent, I think, was the last study 
which was contained in Interstate Commerce Commission 
statement No. 2/48 dated October 1948. That is the latest 
one I have, but incidentally on that particular point I 
will refer you also to page 52 of the Senate document 


No. 63 and the last paragraph. When discussing this 
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question of the short-term vis-a-vis the long-term: 
"There are occasions, however, where the 
short-term view is applicable as, for example, 
in those situations where the railroad reduces 


its rates to competition basis to attract additional 


traffic on a branch ees NL revenue from vice are 
insufficient to maintain property. Such EMSS 
pocket costs may exclude such amounts of the charges 
for maintenance-of-way as well as an allowance for 
the return of value. Such reduced rates are, of 
course, economically justifiable only up until such 
time as the property 'falls apart! --" etc. 
So there is a short-term aspect there which 
perhaps is of importance. 

Q. You, I think, said that as the capacity of the 
railway becomes fully utilized, then the tariff costs 
tend to become concretely part of the all-inclusive 
part? 

A. That is generally accepted now. 

Q. is 1b your experience in many cases that 
Canadian railways today are being used fairly well to 
capacity? 

me 6 Uilmn the: Leet Tew years: -- 

Q. In the last few years? 

A. I think the railways in Canada never realized 
their capacity and the splendic job they did in the war 
was a mark of high commendation to them. fs to whether 
all the railways are reaching their capacity or not, I 
doubt very much if that is the case on some branch lines. 

Q. I am speaking of the general over-all system? 

A. Well, I think perhaps, Mr. Brazier, there may 
You have got to appraise your 


be a difference there. 
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the United States or practical facilities and all these 
other factors. In some cases perhaps you are just going 
to your hitting capacity, but in other cases you might 
not be. You take in 1938 one of the big cases was in 
connection with the development of facilities and all 
this sort of thing and we had in Canada undoubtedly a 
tremendous amount of railroads on a per capita basis. 
You have got to consider all those circumstances, 

Mo; Brazier. 

Q. Mr. Matheson, are you familiar with the 
Professor Healeywork on the Economics of Transportation 
in America? 

A. I have read some excerpts from Professor 
Healey'sstudy, and incidentally Mr. Healy's study is 
referred to in document 63. There are a number of 
Sstucies.in that. record. 

Q. You would disagree with Professor Healey 
when he advocates the cost of service as a basis for 
rates? 

A. I would absolutely disagree with Professor 
Healey if he advocated cost of service as the basis 
for fixing freight rates in Canada. 

MR. EVANS: Perhaps my friend should let 
us know where Professor Healey advocates the adoption 
of the cost of service principle because I don't know 
where it is. 

THE CHAIRMAN: Then I will add to that ,secondly,. 
is there any case where that principle was adopted and 
put into practice? 

MR. BRAZIER: Not to my knowledge. 

THE CHAIRMAN: Has Professor Healey,or does 
he recommend it? 


MR. BRAZIER: Substantially so. 
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THE CHAIRMAN: There are some quotations in 
your own brief, are there not? 

MR. BRAZIER: Oh yes, subject to certain 
qualifications. Just one last question, Mr. Matheson. 
I presume you, being particularly interested in railway 
problems from the point of view of the Maritimes, that 
you would feel the adoption of such a principle might 
operate against the interests of the Maritimes? 

A. My answer to that is that the Intercolonial 
Railway was not constructed as a paying proposition 
predicated on cost of service. 

Q@. But you can still be reimbursed by way of 
subsidy or for disadvantage that you claim? 

A. Apparently you are not conversant, Mr. Brazier, 
with the finding of the Duncan Commission where they said 
that this long railroad and this line out of line haul 
and the costs in connection with snow and the long road 
and that sort of thing are factors which should not be 
borne by the railway or the traffic which passed over the 
line but by the Dominion Government as a matter of 
national policy. 


Q. 


u 


But if that principle was adopted in the rest 
of Canada, you could still be reimbursed by way of 
subsidy? 

A. 2 cannot see this cost of service principle, 
Mr. Brazier. I have studied it and I think it would be 
pad for the whole of Canada and the railways and the 
persons and industries on the line. 

Q. So you are not predicating your information 
principally from the fact that you are representing the 


point of view of the Maritimes? 


A. No, within the four corners of the Railway Act, 


we still operate under the Railway act as well, and there 
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are cases that arise for example in connection with 
certain rates to the United States. Our potatoes would 
not move down to the United States if it was predicated 
on the cost of service and in some cases it was to the 
advantage of the railways to put in special rates, for 
example, in the case of turnips. They would not have 

got the traffic otherwise and if that was the advantage 
of the railways it was of advantage for them to carry aie 
and the Interstate Commerce Commission was very strict to 
see that the rates were not unduly high and were 
remunerative, that they made some contribution for the 
estimated fixed charges of the railway and that they were 
reasonably within the considerations of the Interstate 
Commerce Commission. 

MR. FRAWLEY: Mr. Matheson, I would like to 
ask you a question or two about your right to question 
rate reductions in other parts of Canada. 

MR. SINCLAIR: My lord, I thought that when we 
were in Halifax that my learned friend Mr. Frawley along 
with my learned friend Mr. Shepard and my learned friend 
Mr. MacPherson, had closed their cross-examination of 
Mr. Matheson. My notes say they had. I thought that 
they were finished with him and I think the only inference 
that can be drawn from the fact that those three gentlemen 
did not see fit to cross-examine Mr. Matheson on the 
estimate as to the deficiency in 1947 from the handling 
of grain, was that they were quite prepared to let it 
stand as it was. Surely my friend Mr. Frawley is not at 
this stage going to start another cross-examinat=on be- 
cause if so, I don't know where it will end. Possibly I 
would then ask your indulgence to let me start again, and 


then Mr. Frawley would then say he would like to start 


again. 
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THE CHAIRMAN: Of course you are using the 
term "cross-examination" as if this was a case in court. 
It is true that the provinces were given the first 
opportunity to examine witnesses ahead of the railways. 
That is why Mr. Frawley came into the picture before you 
did. Now Mr. Frawley may be intending to elicit some 
information that would be useful to us in our belanaene 
tions and whether he does or not you will have an oppor- 
tunity of questioning Mr. Matheson further if you wish. 

MR. SINCLAIR: That is fair enough, my lord, 
if it is to be that way. 

CROSS EXAMINATION MY MA. FRAWLEY 

MR. FRAWLEY: Do 1 understand; Mr. Matheson, 

of 

that you feel because your Maritime Freight Rates Act 
you have the right to question rate reductions in other 
parts of Canada? 

A. Under the interpretation of the Supreme Court 
of Canada in the Interpretation case that is what I 
consider right. 

Q@. In the potato case? 

No, the interpretation case. 


A 
Q. What is the citation for that case -- 41 C.R.C.? 
A 


Piven. G. ‘56. 


2D 


So now then let us apply it to a concrete 
instance oe 

THE CHAIRMAN: That case was on what page? 

MR. O'DONNELL: 41 C.R.C., page 56. 

THE CHAIRMAN: What is the reference? 

MR. FRAWLEY: 41 C.R.C., page 56. Now did the 
Supreme Court draw a distinction between competitive rates 
and class or commodity rates? 

A. In the potato case the Supreme Court was only 

concerned with the questions that were put to it in 


relation to competitive rates. 
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THE CHAIRMAN: Pardon me. You are ,asking 
Mr. Matheson what a certain case decided. Have you not 
the case yourself? 

MR. FRAWLEY: I have not got it in front of me 
and I should not be asking him, sir, that kind of 
question anyway. I will abandon that because the case 
would have to be read. | 

THE CHAIRMAN: I thought perhaps you could read 
us the case? 

MR. FRAWLEY: No, I haven't it with me. Now, 
Mr. Matheson, taking a case concretely, the Province of 
Prince Edward Island and the Province of New Brunswick 
export quantities of potatoes? 

Pee Oa Cue SE riente 

Q. . Principally to central Canada? 

en Teaeiier riehts 

Q. And as far as you know they do not export as 
far as Winnipeg? 

A. There have been occasions, Mr. Frawley, where 
they have, but it is not a continuous market. 

Q. Now, the growers of potatoes in southern 
Alberta thought that they should have a better rate into 
Winnipeg. I think potatoes came under 8th class and 
they thought that they should have a better rate. If 
those potato growers could induce the Canadian vacific 
Railway, because they are on local Canadian Pacific 
points, if they could induce the Canadian Pacific to 
give them a better rate, in other words a special rate 
or a special commodity rate, would you feel that you had 
the right to question the reduction to those potato 
growers from the rate which they now have? 

A. Well, in answer to that, Mr. Frawley, in actual 


practice it consists of a lot of my work and we are not 
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shipping to Winnipeg and not interested in a Renee 

to a large degree, only probably in a minor degree in 
nine chances out of ten we would not bother saying ee 
thing at all. 

Q. But you do feel under this legislation you would 
have the right to object to that rate reduction? 

A. We would have the right to ask for an equalization. 
Actually if I remember the facts, Mr. Frawley, we had 
Special commodity rates lower than class rates into some 
of the western markets. We had included Winnipeg so I 
am a little hazy, but I know we had special rates into 
some of the points in western Canada on several occasions. 

The rates came in and went out again and came in again. 
In answer to that, if for example you were granted a 
rate percentagewise in relation to the 8th class rate, 
we would not have any objection because you are getting 
exactly what we are getting in fabricating the commodity 
rave. 

Q. If these growers in southern Alberta induce the 
Canadian Pacific to put them into 9th or 10th class or 
however they would work it out,or in plain language ,a 
better rate, I do understand from you now that you would 
have the right whether you proceeded to exercise it or 
not? 

A. Yes, we would have the right to come -n and ask 
for a corresponding adjustment. 

THE CHAIRMAN: You are speaking of a rate from 

Lethbridge to Winnipeg? 

MR. FRAWLEY: Yes. 
THE CHAIRMAN: Are you talking of a rate from 


Nova Scotia to Winnipeg? 


(Page T7457 follows) 


ee Nee mf and Bliow sw-ited Aby da0 2 asda 


Pen 


a su mH) Ag 
“ 


err & Be! elawde a: weno aranh, ei z 


as 
; ati y 
ay 


} 
" 
pit e mn 


Ot: oF. wo ae LT. 


a 


ono: aeieg tH. pele: Sitch ae 7 
va: Leb 


ait ra 4 & (ery e ' ro. ie if ; % imal . 
A eas, BDC Ris! Pie an t | . i cry Lo ow it 


te on 


Sern i 


-7457- Mr. Matheson, cr-ex, 


A. Definitely, sir; that is the comparison, I think, 
Mr. Frawley. 

MR FRAWLEY: 2. And then you say that if that came 
before the Board the only remedy which the Board could give 
you would be to cancel this new rate which the Lethbridge 
growers had obtained from the railway? 

A. That is right; and we do not want that to be that 
way. 

THE CHAIRMAN: He says that case decided that. 

MR FRAWLEY: Q. That is what you say the Supreme 
Court has said? 

A. That is my interpretation of it. 

Q. So the only benefit of your appealing would be, 
it would be successful to this extent, that it would require 
the railways to take out the favourable rate they had given 
to the Lethbridge shipper? 

A. Yes, so we feel that it should not be that extreme, 

Q. However, you say the state of the statute and the 
interpretation put upon it by the Supreme Court is such that 
you would have the right to object to the rate on potatoes 
from Lethbridge to Winnipeg, the only result of which would 
be to have that special rate taken away from the growers, and 
you say your shipment of potatoes to Winnipeg is a very 
spasmodic thing? 

A. For example, if you--- 

B®, \Thatiis- so, den't 107 

A. I think--- 

THE CHAIRMAN: The whole situation is that Mr, 
Matheson says the Act should be amended. 

MR FRAWLEY: Quite so, 

THE CHAIRMAN: And that the Board should have the 
power to fix a rate. 


MR FRAWLEY: I will go this far: Certainly if the 
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statute will say that, I am almost inclined to join with Mr. 
Matheson in seeking the amendment of a statute which would 
do that. However, that is the situation. 

Q. Now let us go a little Pinta te a= 

A. Well, let us extend your case down to Toronto, 
where there is actually a large movement of potatoes, 

Q. From? 

A. From Nova Scotia. 

Q. Yes? 

A. Or from say Prince Edward Island, Nova Scotia and 
New Brunswick, There we would have an actual case where 
we are shipping at 8th class rates as reduced under the 
Maritime Freight Rates Act. Let us say that you have got 
a special commodity rate from Lethbridge down to Toronto 
which was say 50 or 60 or 70 per cent of the 8th class 
rate. We could protest, you see, but all the powers the 
Board would have would be to cancel that rate. Now, we 
might not be so concerned about that particular adjustment; 
that ratewise it might be so materially higher that it 
might not concern us. I am speaking of the practical dave 
to-day treatment of these things. 

Q. Let me put the question a little differently. 
There is a movement, we were told, from Lethbridge, 
southern Alberta, to Winnipeg, and you say you do go in 
there sometimes -- very infrequently, no continuous move- 
ment, but you do sometimes ship potatoes as far as Winnipeg? 

A. Let us assume there is a scarcity of potatoes in 
the west. 

Q. Only when there is an emergency situation, then 
you may go in. Now, let us take further west, say Regina. 
Now, except in very, very exceptional circumstances, the 
Prince Edward Island potato grower would not seek Regina as 


a market? 
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A. Incidentally, I should qualify this. There might 
be some seed potatoes from time to time, but the general 
table stock--- 

Q. Now, suppose these Lethbridge producers induced the 
Canadian Pacific to give them a better rate to Regina, a 
better rate on potatoes to Regina; do you feel bs I am only 
thinking of your rights, not what you would do a2 do you 
feel you would have a right under the statute to protest 
the making of that special rate from Lethbridge to Regina, 
where your potatoes never go? 

A. That is my understanding of the Act. We could 
step in and say we want a corresponding reduction under 
section 8 of the Maritime Freight Rates Act. 

MR O'DONNELL: The Supreme Court did not agree 
with that. 

MR COVERT: I notice in the one case Mr, Frawley 
said, "Could you protest?" and the answer always has been, 
"Well, we would ask for equalization." I just want to get 
that cleared up. 

THE WITNESS: But they could not give us equaliza- 
tion. The net result would be the cancellation of the 
Special rate. 

THE CHAIRMAN: Q. What is that you are saying now? 

A. Under the Maritime Freight Rates Act, under section 
8, they would not give equalization. The only power they 
have is to cancel the rate from Lethbridge to Regina. 

MR FRAWLEY: Q. So the result of this legislation 
as interpreted by the Supreme Court is, as we have said a 
minute ago, that on this rate from Lethbridge to Regina 
which the growers got the railway to give to them in the 
interest of building up their infant industry, you would 
be able, you say, to go to the Board and as a result of 


your protest get the rate from Lethbridge to Regina can- 
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celled? 

A. That has never happened, Mr. Frawley. 

MR O'DONNELL: The Supreme Court did not hold that; 
just the reverse. 

THE CHAIRMAN: It is a question of interpreting the 
Act, isn't it? Doesn't it come down to that? You are asking 
Mr. Matheson whether he considers they have a right. 

MR FRAWLEY: Probably it does not go any further 
than that; but at least Mr. Matheson, who is the transporta- 
Sdlone¥Z 

THE CHAIRMAN: If you take the Act as it is, there 
it is, and it has been interpreted on at least one occasion. 
Other occasions to interpret it can only arise when somebody 
makes an application of some sort. Of course, you must al- 
ways bear in mind that Mr. Matheson is asking to have that 
Act amended, and is going to submit to us his suggested 
amendments in writing. 

MR FRAWLEY: Let me just ask, then, my lord, if I 
might, one question. 

Q. Would the amendment which you have in mind, Mr. 
Matheson, have as its object the removal of the state of 
affairs which you at least think obtains now, which would 
bring about a cancellation of this special rate as far away 
as from Lethbridge to Regina, at the behestof the Maritime 
Provinces? 

MR O'DONNELL: Without any prejudice being proved. 

MR FRAWLEY: Yes, in the absence of any prejudice, 
I took particularly Lethbridge to Regina as indicating a 
movement in which the Prince Edward Island potato grower 
would not be interested at all. 

THE WITNESS: It is right in my brief, Mr. Frawley, 
the suggested amendment; in other words, that we do not want 


to have it so restricted that some shippers or some commun- 
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ity, and also the carriers, are not going to be tied in re- 
gard to putting in special rates to meet special conditions 
and circumstances; and, as I said before, I doubt very much, 
unless it appeared that an adjustment would be of detrimental 
consequences to us, or that there was a possibility that we 
will never be interested in the market, we would not act on 
it at all. You see, there is an illustration given in the 
‘4 case I referred * She interpretation case, of apples, for 
example, from British Columbia, and it was very definitely 
put there by Chief Justice Duff in his decision; he gives an 
illustration of just that particular point you are raising. 

MR FRAWLEY: Q. Let me put just one other thing 
to you. Suppose that you had a rate now in the Maritimes 
between Moncton and Halifax to move a certain commodity 
that was manufactured say in Moncton or in Sackville ms I am 
speaking now of this local movement from Sackville to Hall- 
fax -- and suppose the rate in Alberta to move that same 
commouity the same distance, say from Calgary to Edmonton, 
was lower; say that it was a lower rate than the rate from 
Sackville to Halifax. Now, these are two separate doves 
ments, one between Calgary and Edmonton, one between Sack- 
ville and Halifax--- 

THE CHAIRMAN: There is no common market? 

MR FRAWLEY: No common market at all, sir. This is 
some plant in Calgary getting its goods to Edmonton, and a 
plant in Sackville getting its goods to Halifax. 

Q. If that manufacturer of the same general commodity 
got a better rate from Calgary to Edmonton than your manu- 
facturer in Sackville got going to Halifax " I am hoping 
that those mileages are somewhat comparable, and if they are 
not, I am speaking of comparable mileages -- now, what would 
be the situation there under the Maritime Freight Rates Act? 


A. That is, in connection with the movement within? 


ae et 
ret ae 


Lapooge: o som oy igovex tet ntsnie: me ait sg a 
voTeTee pred Las Drs’ ssn 


eisGw ‘aig: ait quali tuco* ba ee oan tn 


a eves : 7 ie a) 
, OPES ie. 32 ; Bay ‘Re. aio] siipeiiaon. bi 


ea) i <p 
ytoF 2-9 renee 2 od scorn Hw) 


To e88 cro¥e* she ty a "4 


ad aid batars 


Tes A ‘ 
aie Gd 


afd te 
ste WH, 


hdd 


f u? a f ' , 
fei nesiehitiuahee di rote a ie 


fray. salon one eagentn oe 8 


Gear 


eon : - | gue 
is llbbes “9 sit ae ane 


- 7462 - Mr. Matheson, cr-ex. 


THE CHAIRMAN: Apart from the Maritime Freight 
Rates Act, two things: Would there be any violation of the 
principle of equity there, equalization? And, secondly, 
what does Mr. Matheson think ought to be the law? 

MR FRAWLEY: Yes, sir. 

THE CHAIRMAN: Once again you are asking him to 
interpret the law. 

MR FRAWLEY: That is true. 

THE CHAIRMAN: That same question occurred to me 
this morning, whether Mr. Matheson goes so far. He says that 
even if there is a market which is not at all common to the 
people of the west and the people of the east, nevertheless 
if a concession is given say in the west such as you speak 
of, from Calgary to Edmonton, then should a similar rate be 
struck for a similar distance for the same commodity in the 
Maritime Provinces, just by the fact that the rate given in 
the west is lower? 

Q@. That is a fair question, isn't it? 

Aa GLGS, shr« 

Q. What have you to say about that? 

Ae SLO, ob Hdiearss 

Q@. Or have you anything to say about it? 

A. Yes, I have, sir. The Maritime Freight Rates Act, 
sir, as you will remember, goes pack to July 27 ooe7 

Sin Lead 

A. And that reduced the rates within the Maritimes as 
of that particular date; that is, the rates of June 30th 
were reduced as of July 1st, 1927. Now let us say, because 


of changed conditions and circumstances in Alberta, a case 


that 
arises -- and I believe there are numerous cases/must have 
arisen -- where there is a rate reduction say from X to Y. 
I will give you an illustration -- of course, this is com- 


petitive rate; I am trying to get away from competitive rate. 
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We will take the pick-up and delivery service in that parti- 
cular area -- no, that is not a good illustration. Let us 
assume that our rate as of June 30th was the same as the rate 
from say Lethbridge to Regina, and there is the reduction 
under the Maritime Freight Rates Act. Then immediately after 
that reduction took place there were point-to-point rate 
reductions all over Canada, not necessarily from Lethbridge 
to Regina, but Winnipeg to different points and from say 
Windsor to Toronto and so on. I am not speaking of competi- 
tive rates, but there was this general downward trend. I 
would say, according to my interpretation, Mr. Chairman, of 
the Maritime Freight Rates Act, that then we would be entitled 
to a corresponding adjustment. 

MR FRAWLEY: Q. Then you do say that if you found 
that there was a rate reduction sometime since 1927 in this 
particular commodity that I am speaking of hypothetically, 
between Calgary and Edmonton, and that was higher thanyour 
rate as it then was, as it was established under the Maritime 
Freight Rates Act--- 

A.’ Taking it back to July ist, 1927. 

@. Then you could go to the Board and ask to have your 
rate reduced to this rate that you would find between Calgary 
and Edmonton, even though there was no common market; there 
would be no attempt to establish prejudice, but you say that 
the general purport of the Maritime Freight Rates Act was 
such--- 

A. That is right. 

Q. That you must always be kept 20% under any other rate 
anywhere in Canada? 

A. That is my general understanding of it. 

MR O'DONNELL: The Supreme Court did not agree with 
that, 


THE WITNRSS: Are you referring to the potato case 
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now? 
MR O'DONNELL: Yes, 


THE CHAIRMAN: Did such a case ever come before the 
Supreme Court? 

‘ MR O'DONNELL: I think the potato case, my lord, 
was somewhat of that kind. 

THE CHAIRMAN: I would imagine that the potato case 
would have a common market. Here we are assuming that there 
is no common market at all. 

MR O'DONNELL: I do not know of any case of that 
kind. They have not gone that far actually, but in the 
potato case, where there was perhaps a semblance of a 
common market, it was held there was no prejudice and there- 
fore they had no right to complain. 

THE WITNESS: Mr, Frawley is raising a question, 
Mr, Chairman, of a commodity rate, as I understand it, not 
necessarily a competitive rate. When you are dealing with 
a competitive rate, there is a different situation alto- 
gether. There is a Supreme Court decision there. 

THE CHAIRMAN: Q. We are not dealing with competi- 
tion; we are simply taking a rate which for the same sane 
modity is cheaper in Alberta than it is in Nova Scotia. Do 
you consider that constitutes a prejudice to you that 
should be compensated by giving you the same rate as the 
shippers in Alberta? 

A. That is right. I will go a little further on it, 
sir. Let us assume that in Ontario, and instead of saying 
all the class rates were reduced, let us say innumerable 
point-to-point commodity rates related to the class rates 
in Ontario, and let us assume that immediately the Maritime 
Freight Rates Act was passed all the rates in that territory 
-- speaking not of competitive rates, just of commodity 


rates -- came down and lowered the level of rates say to the 
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20% as we got under the Maritime Freight Rates ‘ct, because 
if you are dealing with one Specifically the same principle 
would have to apply to the general -- we say that then our 
level should come down as well, and that is my interpretation 
under the Maritime Freight Rates Act. 

MR FRAWLEY: Q. It is not only that you think that 
should be brought about and it would be a good thing, but you 
Say that the statute intended to give you that? 

A. Yes. You see, otherwise you could render the Mari- 
time Freight Rates Act nugatory. 

THE CHAIRMAN: Q. How do you say that, evenif you 
are not interested in the market? 

A. Well--- 

Q. You see, in the case Mr. Frawley has given you, of 
the haul between Calgary and Edmonton, you are not shipping 
any goods there? 

A. No. 

Q. Then you could not say that the Act is of no use to 
you, if the rate between Calgary and Edmonton is lower than 
the rate between Sackville and Halifax? 

A. Of course, sir, there are two points to this thing. 
There is one in which we are interested in getting goods 
out of the market to other territories; then there is the 
internal situation, that is, the rates within our territory, 
and our level of rates--- 

Q@. Pardon me; perhaps I should have said, if you find 
that the rate from Calgary to Edmonton is on a lower basis 
than your rate from Nova Scotia to Montreal. 

Ae. if they were on a lower basis--- 

Q@. How would it prejudice you? 

A. That is where the angle of prejudice comes in. We 
would not be prejudiced on that particular point, sir. 


Q. Now, you claim that although you would not be pre- 


4 it ; ‘ : i 
bP AED a Phy eet 7" 
anined 79° Koren Stig tore Wang Bh eit weity 
é ; est i 


‘Biateainng sew ats viLesFinas ghie Jt cintee ou w 
beikies ait roa Seiya bid ovat b 


A - 
, 


amt tes aaid’ conus: 


> “ @) 7 
in! aye J o iW! hy bi Ed ° »'> eta Bd) . be ry 


; j ) ; a 
; . ( > 
Aa Hi » 4 . Bs ¥ i} f 


a i Mest | oe Rlsow Fe D Hoge ddguant of Biuoda” 
ss . ; - “#0 ; pf . 
log gk Hsbhoeink stiaes6 off tadt yee 


3 . 
Pa | { 
oe ! 
riage 4 
+ t & coer ¥ 
(4 ; Reson eed : # ffs¥ aay P A ‘ 
. 
] 
- , ' 7: <5 al ‘ ’ 7 
: piled it bd We) nis she ca Pye eae ti <j : 
iy ; : Fr Boot eS at = ey ewiwesdn Ww rr r ft, int F J i 
P| : b < ‘ & 
ir hoses ‘ ie 
Pane. iy a ee tee Aad ; a ee eee 
PY a aS, gate yy pe aS 2 Ween 2g 2 WAM? LAN? SAT o 
” j + 
ahd het P 
‘ ¢ ho fee oe inet eae arty 
2 5 ’ 
* 
ae: ‘ . wi SLG 
“ 2 . 
x { 1 
. ag 
; wa tile + Low x fi, : A \ 
Hh! i 
ra es aL moe ’ ’ ; ni)? 
; . = i : ‘° , Loh | i ’ 
‘ i 
i ae a, itp } ok ; . Siege Rabe wee E . Jar Sete A tl ia ery” ean J ae 
Pe sithamida x HO HORA, dnc cm éyt ao nopted: Ena aay 
ape yy” | + . tA 
ry Aires i Fe uf 
aN sd ty : : eal 
i x ‘ Shee cep bly 
fi : | (, SRB AegOR YB 
. ‘ 
aye } ; at 
By i ears: Ue 
y ; te 7 
"7 
a Mi fy 4 > i mf ro t ym 
, oe ‘ / ey Fe 7 » or ¥ } " 
. , t : ‘ 
Ce, 
ry ‘. - mn 1 » ¥ 
) hice if rt ny f | L, 7 Lt aS hoy 
& ” 
= cc ow 
' f “ o ~ uy 
- ! As A a it i ; 7 ns 7 ¥ wiy 
a 
. t e AF 20 2 ‘4 my ; ay my tre BN al | f ' 
“ - ~ ra - 
5 
“ft , 
“f . a? ~ 7 - i sha ‘ « 
‘ Ww Mt: ote 62 Sasa) 3 
, ' 
é ® Hats ri a 3 : 
? fe | | y dodlem oid" Se deo 
~) 
Pi ai 
= “i é : - . ah t i 
ah Hi Ax 
4 i a ohtbus (4: Céad 
hd y «| 
uy ‘ 
: . f r a 5S Md 
% : etl 9 oe Cae 24" CVSs, “tee pas 
ed bk eter bes Gunn te esl be arrosty . pect sera Poe get i co Vit 
ne Ped She # f 4 Bul na ' we ee Rataed | 6H a 1 A = & | fete FAV p% 34 ‘ ve : 7) Five; 7 
7 V Vv bal i r] alee 
= > . = | ; 
ia UT oo ae ae ee ee is) yn, Bee site ty Lo ot » E ~~ 
i 4 Pe vOren st e amy mo eae) Romo OF 39 St i 9T5% ode fi) fret \ 
) ‘ t i Th 
: 2 Kt) APs 
Lom f ' ) we 


pei getter a Bites s vor moet phate yoy. nae Ra 
’ ‘ - pany oy ee ; aS att vs i) ah 
owt bast Seo le Af | ‘eto, ‘yom 7” a aie ' 


+2 Dbl * 


- 7466 - Mr. Matheson, cr-ex. 


judiced, you should have the right to claim a reduction any- 


how? 


A. Yes, because if you are going to deal with the 
Specific angle--- 

Q. Do you say that arises out of the present Act, or 
would be by virtue of some amendment to the present Act? 

A. That arises, ecording to my interpretation, under 
the present Act. 

Q. That gives you that to-day? 

A. It gives us that to-day. 

MR O'DONNELL: But the Supreme Court held that it 
does not. 

THE WITNESS: You are dealing with competitive 
rates; you are dealing with the potato case, which is a dif- 
ferent thing. 

THE CHAIRMAN: We are trying to get the matter aways 
from a common market. 

MR O'DONNELL: My suggestion is that under the 
Maritime Freight Rates Act interpretation case,which is 41 
C.R.C. 56, whether the rate was a competitive rate or a 
commodity rate or any other rate did not make any differ- 
ence; all that had to be--- 

THE CHAIRMAN: You had the same market in view, 

MR O'DONNELL: Yes, there was that, 

THE CHAIRMAN: There was that difference from this 
case, 

MR O'DONNELL: Might I just make this observation 
on that case, my lord. I do not quita -agree with my friend 
Mr. Matheson's interpretation of that case. That case 
dealt principally with whether or not the C.P.R., having 
filed tariffs, were entitled to get the subsidy provided by 
the Act, and the C.P.R., as you will remember, my lord, had 


the right under section 9 of the Maritime Freight Rates Act 
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to file tariffs. It did not have to, but where it did file 
tariffs the question was whether or not it was entitled to 

the subsidy along with the C.N.R., and it was held that it 

was. That is the point, the principle, in that case. 

THE WITNESS: The Chief Justice in rendering his 
decision rendered a few obiter dicta in that parttcular 
case, and one of them was to give an illustration--- 

THE CHAIRMAN: Q. He gave what did you say? 

A.  Obpiter dicta. 

Q. You say he gave what? 

A. Gave a specific case, for example, as an illustra- 
tion, of the rates on apples from B.C. going into a particu- 
lar market and the rates in connection with apples from the 
Maritime Provinces. 

Q. Going into the same market? 

A. I ama little hazy on that, Mr. Chairman, whether 
that was going into the same market or not. I think perhaps 
it was going into the same market, but it has been my inter- 
pretation of the Maritime Freight Rates Act that it would 
apply bs /epeeitio instance outside another territory, and 
whether -- the Chief Justice went on -- that is my interpre- 
tation of the Supreme Court decision, not being a lawyer; 

a lawyer might have a different view of it. 

MR. F. D. SMITH: Mr. Chairman, just one thing I 
wish to say. In the examination by my friend Mr. O'Donnell 
of Mr, Matheson he referred to the recommendations in the 
Sirois Report. I do not want to take the time of the Commis- 
sion in dealing with these matters, but I thought it would 
be of service if I gave the way it was dealt with. You will 
find the specific submissions, my lord, in book 2, pages 190 
to 193 and 198 to 199, dealing specifically with the sub- 
missions which were made by the Maritime Transportation 


Commission in respect of these competitive rates, the other 
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point being with respect to the enlargement of the powers 
of the Board of Transport Commissioners. 

That is all I have to say, my lord, 

MR O'DONNELL: I had certain other references 


which I mentioned, too. 


(Page 7470 follows) 
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MR. COVERT: Mr, Chairman, the next sub- 
mission is that of Woollings Forest Products, and 
Mr. E. V. Woollings is here. 

I might say the next two briefs are both 
Short, and both people ere here from out of town. I 
would like very much if we could get them finished 
today. 


EB. V. WOOLLINGS, called: 
MR. COVERT: Q. What is your neme, sir? 


A. Es V4 Woollings, 

MR. O'DONNELL: Mr. Chairman, I would like 
to observe that, so far as I know, we have had no 
brief from Woollings Forest Products and, es I under- 
stand it, anybody wishing to make representations 
was supposed to file a brief sufficiently in advance 
to permit interested parties to know what the subject- 
matter, or the representations would be, in order to 
facilitate a proper understanding and discussion of 
the various questions, 

THE CHAIRMAN: I do not know of any brief 
myself, I know of e letter. 

MR. COVERT: It is in the form of a letter, 

MR. O'DONNELL: We have not got the letter, 

MR. COVERT: Did you not get it? 

MR. O'DONNELL: No. The only letter we have 
is dated November 3, 1949, end is addressed to the 
Canadien National Railways, Law Department, and it 
reads as follows: 

"Regarding your inquiry in connection with 
copies of my brief to be submitted to the Royal 
Commission on Transportation. As yet I keve 
not prepared any formal brief but if I do so lI 


shall forward you copies of same, Up to now 
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it has been my intention only to present orally 
to the Commission the facts as they affect our 
business." 

I do not know whet Mr. Woollings business 
is, except that I would gather from the letterhesd 
that it relates to Forest Products. 

THE CHAIRMAN: Let us hear then from Mr. Woollings, ond if 
you require any time to answer him, you will certainly 
get it. 

THE WITNESS: Mey I go on? Might I explain 
that I have not prepsred any formal brief. 

Herold Duffy is the traffic manager of the 
Woollings Compsny, and I am also 2 director. He was » 
to be here today, but, unfortunately, he is ill in 
hospital and could not be here. He will, at s later 
date, if possible, attend. I wanted to explain that, 

So, with your permission, I shall read that 
letter which I wrote to you in July, so that these 
gentlemen will know sbout it. 

THE CHAIRMAN: Thst is the best way to 
stert off. 

THE WITNESS: I 3m sorry. I did not send 
this letter out; and I am sorry that I did not realize 
that it was necessary. I thought you could do it of 
your own free will. 

This is only 9 short letter, and I will 
read it, as follows: 

"WOOLLINGS FOREST PRODUCTS 
Englehart, Ont. 
July 29, 1949. 
The Honourable Mr. Justice W. A. Turgeon, 
Chairman, Royal Commission on Transportation, 


Department of Transportation, 
Ottawa, Ontario. 
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Dear Sir; Re: Pulpwood Freight Rate, Ontario 
Northland Reilway District, 


As I am alarmed at the falling off in the 
pulpwood business in the Onterio Northland Rail- 
way erea where we are located, I would like to 
present the following facts before you for con- 
siderstion, that some relief may be given in 
freight rates, thereby stimulating business. 

For the past 35 years or more we have been 
in the pulpwood business on the Onterio Northland 
Railwsy (previously the T&NO) end down through 
the years have sold considerable quantities of 
pulpwood to the Armstrong Forest Company at 
Johnsonburg, Pennsylvania, two-thirds of which 
was poplor. This market has been a God-send 
to settlers, store-keepers, end others along 
the lines of the Ontario Northland Railway as 
there has been very little sale of poplar to 
other companies. 

The growth of popler is very repid and con- 
sequently this srea could provide many times the 
present market requirements. Poplar could be 
considered e weed amongst trees as the seeds blow 
through the eir end now considerable sreas are 
covered with poplar that once supported pine and 
other species. There are hundreds of settlers 
throughout the srea served by the Ontario Northland 
Railway who have 40 to 100 acres of bushland on 
their farms, mostly poplar. These men heve been 
producing from 50 to 150 cords per annum almost 
continuously, some of them right from the start 
over 35 years ego. This source of revenue has 
provided write with cash for their farms, flour and 


other necessities, especially in the years when 
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other crops failed or they were not able to sell 


their farm produce. If this market is not regained 


it will only mean that these same settlers,.nd 
other new ones who ere cleering land will only 

have to burn their poplar in the process end revenue 
therefore will be lost to the settlers as well as 
the reilways, business men and everyone else con- 
cerned. 

During the last few years the through rate 
on pulpwood to Johnsonburg, Pennsylvania, has been 
raised several times which has brought same from 
Bourkes, for example (which is the centre of our 
pulpwood producing ares) from 26¢ to 4124¢ per 
hundred pounds or an increase of 59% in 3 period 
of 6 years." 

That was as of July 29. 

"In the same period, for example, --" 

And this is only an example. 
".- the rate on pulpwood from Bourkes to Thorold, 
Ontario, went up from 16¢ to 21¢ per hundred 
pounds, or 16. 66%. I am not saying that the rate 
to Thorold is too low, but do feel most sincerely 
that the increase in freight rate to Johnsonburg, 
Pennsylvania, is out of all proportion and most 
unfair and discriminatory end the net result hes 
been the loss of this very essential business to 
the railways and all concerned, 

This time last year we hed contracts for 50,000 
cords of pulpwood for delivery to Johnsonburg, 
Pennsylvania, with over 1,200 men in the woods. 
Today we only have contrscts for 5,600 cords and 
have less than 200 men in the woods, including 


settlers and everybody. The result of this has 
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been an increase of unemployed men in towns such 
es Kirklend L.ke and Timmins, which men would have 
found employment had the above mentioned rates 
remained at 2 competitive level. 

We ere shipping now, but it is wood remaining 
on hand from our 1948 danupaots, This wood was 
brought out to gravel roeds in the winter time end 
is now being trucked and loaded on cars. We have 
not been able to negotiate any contracts of con- 
sequence since the last freight rate increase. 

I have investigated and found to be true, 
that the Armstrong Forest Company can obtain wood 
which will serve their purpose from lower 
freight rate zones in the United States and 
Canada. After all these years we would like to 
retain this business for the O.N.R. District, 
which has proven so beneficial to the settlers, 
business men, railways and everybody else con- 
cerned down through the yeers." 

Unfortunately in the original letter there was a 
typographical error, end it should read: "recom- 
mending adjustments. . ." 

"T trust that when your Commission is recom- 
mending edjustments of rates you will take all of 
these factors into consideration, that some relief 
may be given to us in order to regain this business, 
I would like to appear before your Commission at 
the hearings et Ottawa and would ask you to please 
sdvise on whst date the same will be held, 

Thanking you in advence." 

THE CHAIRMAN: Can you tell us now something 

about this Ontario Northland Railway? Is it sa Dominion 


railway? 
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MR. COVERT: My understending, Mr. Cheirman, 
is that it is e provincially-owned railway. 

Mr. Woollings, I think, seemed to be under the im- 
pression that there was to be some change. Is that 
right, Mr. Woollings? 

THE CHAIRMAN: Whst is that? 

MR. COVERT: That there was to be a change 
end that it would come under the jurisdiction of the 
Board of Transport Commissioners. , 

THE WITNESS: Apperently the Board of Trade 
of Kirkland Leke had asked the railway to consider 
this matter; end I understand from Colonel Randles, 
Chairmen of the reilrosed, it was in the newspapers here 
a month ego, thet the railway was going to come under 
the jurisdiction of the Board of Transport Com- 
missioners. 

THE CHAIRMAN: Q. Is the rate being dis- 
cussed 2 through rate on a point in Pennsylvania? 

A. ‘Thst-msrrient. 

Q. Whst element does that introduce into the 
question? 

MR. COVERT: Q. Mr. Cheirmen, the first 
question I would ask Mr. Woollings is whether or not 
this rate, which is referred to in the first paragraph 
of page 2, is a joint through international rate? 

Ay. That 28. phenr, 

Q@. And one of the difficulties, es I understand 
it, is that it has not been under the jurisdiction of 
the Board of Transport Commissioners? 

Avo Trat is right. 

Q. And the American part of the rate -- in other 


words, there is no one in Canada before whom you can 


even go and discuss these rates? 
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A.» That ds right. There is nobody in Canada 
or in the United Stetes. We spprosach Canadian railways, 
and they tell us they hed to take these increases and 
that they were forced upon them by the Americen rail- 
Wwoys. 

If we go to the American railways, they soy: 
You must go back to the point of origin; snd we thus 
race back end forth, and there is nobody, or no com- 
mission to go to, to discuss international rates, 
unfortunately. 

THE CHAIRMAN: Is the whole of the haul through 
Canada on this one railway, or does it go to other 
railways? 

MR. COVERT: My understanding is that it goes 
to other railways. 

THE WITNESS: Yes. It goes to the Canadien 
Notionsl and to the Canedian Pacific at North Bay, and 
is carried through to the American border. 

MR. COVERT: Perhaps you would like to have 
him tell the Commission about the termini of the rail- 
way, Mr. Chairman, and how they are routed? 

THE CHAIRMAN: Yes. 

MR, COVERT: Q. Yes. Would you do that? 

A. Well, the railway originates at North Bay and 
it goes north to Kirkland Lake. 

The Canadian National and the Canadian Pacific 
connect at North Bay, and it goes through to Cochrane, 
and it connects with the Canadian National again. 

Q. Would you give the Commission en example of 
the route that these shipments of yours follow? Over 
what railweys? 

A. We wiikl take Connaught, on the Timmins branch, 
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some miles to North Bay; and from North Bay it will 
go to the Cobourg car ferry, via either Canadian 
National or Canadian Pacific, ususlly on e fifty-fifty 
basis; and from the Cobourg car ferry it will go vie 
the B.R.P. to Pennsylvania. — 

COMMISSIONER INNIS: Q. What is the distance 
from North Bay to the Cobourg car ferry? 

A. I am not sure. Some of these railroad men 

could tell you that. I am not just sure. 

MR. SINCLAIR: It is eround 250 miles, 
Mr. Jefferson says. 

THE CHAIRMAN: From where? 

MR. SINCLAIR: From North Bay to the car 
ferry, to Cobourg, that is. 

THE WITNESS: And if this information is 
necessary, I think it is sround 170 miles from there 
to Johnsonburg. So you will see that about two-thirds 
or three-quarters of the milesge involved is in Canada, 

THE CHAIRMAN: Partly it is on a bated 
which is under the Board of Transport Commissioners. 

COMMISSIONER INNIS: Q. Can you not appeal 
to the Board of Transport Commissioners on the ground 
thet you have 250 miles of railway under their juris- 
diction? 

A. My understanding is no, not on en international 

rate. 

MR. EVANS: Perhaps I could help you, 
Mr. Woollings. 

The local rate within Canada would clearly 
be within the Board's jurisdiction. 

The difficulty thet I think the witness finds 
himself in is tihnat he hes got a special low through rate, 


and that it is not divisible into factors, as a 


bite 32 ge ddaai iron bhe ion s2eon tt Mathis fe 


ry a Ls 


isn el ) xeithty av yetead rep aamedtoo od ie 
og hed TL ad He eiieued vorkises fetoedtes 40 parapets 


. Aas a a = My a 4e Fae se oe é a 3 Par 4 t 
RE GQ IT bn dioyeist se H ytwodcd on city hae cake 2 


Tyaet a60 gino sid Ot Yet kot wort 


oe ‘ Non HAS lel: Seeame > Sito 7 Pasles ts | SOs ites pt ok ' 
i " 


\s z qj 
‘ i rey Se fa ya + ee eae a he nai , v - “\F BL 4 
Lee * 4 * Nea ‘a Nee Me ~ ah s Of ye % -s we 6 
bil 
ai , 
9 A wi oe ren eee Pe eS ’ ’ 
wot Fa ila ee ee eo gir & ‘wn 8 eoh 
; ‘| 4 of oh oe iw "ah RUA. 5 Ge ae we a ee sad JAEe 4 ue 
jay ; ; i " 
Ett ‘ i wd gS ce ty beet uel Me a os eee 
a ; © Gers | bre See fe % ; 
wig San Pap % ) rt oe ED) List 1M 
ie a ’ _ 
Ne © ibpracth aaroet oY AM TAS Saban i 
ais || } iow aie & - Ph tek ATA c 
ia / 
: uy ees 5 ‘ 4 in “ i ow tha ~~ 
“se On oF YOR Biased seri": ALAS .AM . 


‘a PE ee aie eee doe Meee 
a LL ~ Sa ui* rmre¢ ‘. AA ot ‘ Vris7 
i . i r f 


i a Lats . 
# 4 r A ‘ Fr x ; fee 
7 a oP ? > r ey 
‘ Da 1 +o CF ee NE a neh - ‘4 ft iby Bs 
i" Ld 7 
i 
- « . . fs . * Se * Ld oy oe N cm ‘ . 
Wa ee me Pees oe ey yak ome ae em re nn a ae tp Sp eye 
PRIN Rik AP ORR hee Bt ley? a La bai Sis RS ae hg 4. 4% abe g SaON 
i £4 ag a ras ri ; 
r re - : aa a on é nie whe ina ae in © 
. é “i é ee : i A 4 ef oe ht ora ce vigil ey E 
7 3 ; Oyo ace BS &. jade iO be EOSIN we ‘GF 
I ira 
> 
: be Vo! bahar 
by : 2 fe f ci ‘i +e Sy asae Gore Tee ae 
_ x rs s Lae ide . noe i et oe og ak " e tw ac 
* H é ; Bk OO i Sg bea at? to exadesdp-ssarnd 46 
Uy z t io i iid = 
} si hwh pb hay tuep brite nkhly ph 
i atte i BLS : 1 Wa ) RS 
* 
< t 
4 $> ann ate Wtldhi bed ir 4 Weg “ an { & sorte ok rhe, Bey 
Q Lé xa 4 I + ed 4 PDE Gh‘. ‘ Pa 1 
‘ 
‘ , { 
’ sbi th 5 : ie 
Po 7 gab ae et ea 2 ar. = She) ie “4 THE 7 ri & dager <f 
aS Hity : : Peyi Pa) eu IO 
‘ ‘ , 
; Pa 
. kJ ark « 
ss tiv ohe rn “ « ’ ; 1 * ~ at f. A 
rh 4 1 , 1 ; i § { - ap ine iy ¢ 4 yun t cet yr J * ; . 
of i “ z a ca 
} bs ‘ % “$ ‘ 7 o Te, qd 
, Min oe POF gt Saee ol vt ov iy AX ji Sat 
r" i 


sty LEMOLTO ISIS ME TO JO) pom BL BALiMeIetSspay VP pital 


eo tO Gem BaiiGe ia agaekias ia Ps wie 


owe seadtiboet a sist 


4 . ey 
xe i peer ye; 


ilasoko biweWw 4 abies nhs i adr: tepor ong 9 i a 
ye, yy oa Reade pbaa one ay saan at 
ebas?t secdatw ond sii Ld 4 oaks ibn 


eg fob 4 


ee 
ee eurarid 


- TAIT = Mr. Woollings 


combination of local rates would be; snd the result 
is that you have a split jurisdiction between the 
Board in Canada and the United States Interstate 
Commerce Commission. 

But he can, also, you see, have the edvantage 
of a local rate in Canade end the local rate in the 
United States, end he can always attack that factor by 
making, in the case of Canada, representation to 
the Board, and, in the United States, the United States 
rate to the United States Interstate Commerce Com- 
mission. 

But where you have this joint through rate, 
you have no division. You have ea split jurisdiction, 
and no one can operate independently of the other, 

My understanding is that the witness is now 
discussing that question with the United States and 
Conadian railways, this matter of a rete; is that true? 

A. We have been. Our freight traffic manager 
has had this matter up for the past couple of months. 

MR. O'DONNELL: And the matter is further 
complicated by reason of the fact that part of the 
Canadian haul is over a provincial railroad? 

THE WITNESS: Yes. 

CROSS EXAMINATION BY MR, EVANS: 
“WR. EVANS: Q. The through rates still apply 
from Ontario northern points to United States points? 
A, Since the Ontario Northern Railway is going 
to come under the jurisdiction of the Board of Transport 
Commissioners, could not this Commission recommend some 
set-up whereby these through international rates, one 
would have some board or commission to go to to discuss 
the whole through rate, that is, if we want the business 


in Canade, and if the railways went the business, and 


we want American dollars? 
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Is it not logical that there should be some 
Set-up? And could not this Commission recommend that 
there be some approach to this problem, which has been 
a big problem to all shippers under international rates? 

Q. I thought I would help both the Commission and 
the witness. He certainly hes a remedy. He must , 
however, proceed in the way of an attack on the local 
retes, That is to say, the local rate within Canada 
must be just and reasonable. 

THE CHAIRMAN: Part of the carriage in Cenadsa 
is on a provincial railroad. 

MR. EVANS: That is true, Mr. Chairman, 

THE CHAIRMAN: Can the Board do anything et 
all in the way of controlling that? 

MR. EVANS: That may be a problem which hes 
not yet erisen. But he has got a forum to go to. He 
has got the Ontario Board, with regard to the Ontario 
Northland. 

But my point is that as long as the local rate 
within Canada to the border point is just send reasonable, 
it cannot be attacked. But there is nothing to prevent 
him from attacking it; and he hes got a very much lower 
rate then 3 combination of local rates; and it may be 
that he has got something better then what the Board has 
treated as a just and reasonable rate, and that his 
difficulty is not really a difficulty. 

COMMISSIONER INNIS: This is really part of 
a very long controversy going back over the years as 
to how these rates should be handled, these inter- 
netionsl through rates on wood pulp. 

MR. EVANS: I think there sre 2 number of 
decisions and cases on it, yes. 


THIE CHAIRMAN: Has the shipper an option to 
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take two local rates, one in Cansds and one in the 
United States? 

MR. EVANS: Oh, yes, but the through rate 
is almost always lower. 

THE CHAIRMAN: And in so far as that portion 
of the haul is considered which is within Conada, there 
is control over it by the provincial board or by the 
Board of Transport Commissioners, sccording to the 
jurisdiction? 

MR. EVANS: Oh, yes. There is full juris- 
diction over the haul within Canada, And in the United 
States there is full jurisdiction by the Interstate 
Commerce Commission over the haul in the United States. 
But thet jurisdiction only extends to the points where 
you can find 3 local rate; and if the witness has a 
through rate, which is lower than se combination of the 
local rates, he has got something that is better than 
the local rate; and his only remedy is to attack the 
reasonableness of the local rate. That is the way I 
understend it. 

COMMISSIONER INNIS: Your point would be 
that in attacking the reasonableness of the local rate, 
he might, by that way, get at the through rate? 

MR, EVANS: He might, yes. 

THE WITNESS: We certainly do not feel that 
the rate is reasoneble, as my friend thinks it is. But 
as I said, a little while ago, our freight traffic 
manager hopes to be here. And as far as technicalities 
go, I cannot go into it, because I do not understand it. 

But I do know, and I have worked along with 
him in attempting to get freight reductions, about 
three different times. And each time we have gone to 


the Canadian railways, they told us that the fault lay 


“srt at ord ae epeneo ro Sno. 


( 
qyre- 7 Ch, 

' i= ‘ 
t 4 


ore wooed ont te ‘82% Pe ' 8) ented Ay ‘ at, 


etre tei aieen aa ‘\ ) anol oxewss: te cmea, a a 
‘WAMALAHD GAT 


SOS ge te based Gu sucabaee ody ¥d FL evo Lotta at ; 


Se re ny 


a 

a + BS op bas) SE Sea - et ie a 2 - att. GA wR a "4 yO IR 
is OF unih ress tere fine temo). Peogeireg?: to bancd AaRS Py 
s) 7 ' : ' wy 


notte tbe test, nf 


he Baoty eo : Be ae i ee Ook Me ad ss et he. “45! 
regis sad. at BAS »2.bekey Beaeiuw fever sae teré arises 


. all 
fd gis ae 
cb oot ere eet pk 4b «wit - teu + hos} opt Puy) aa Peete As Be ny ics ae Fe 5 
Pha Coe ES uh ae pate me Pees he iW £9 Oe ere hee, a ‘7 . Gee 5 ees a wa eg SS C8 
« £ ag bs \ 
» aa eal cain D'~ Clie le We stat 3 ek Peet stat sey Jered D beeen Menkcenh 
1 Ae the C fare e hea” BER | bea te Re res wake od wld WLBB ISRO Boy te 
‘| j j ' ; 
' 
hi £ » _ a, Sob ro cf Ls 
, ae, hs Sy RE i i) f 4% on 4 % te } b a Si the 9 6 : seid FE a4 
Ph yh 
Ml ' 
Ae , ie ke pee FE Bate <ateu' toool ¢° Ob aso gor 
i a Aq 
4 ty : “an 
ty? a . aes : 
Dae it ic soianicn ueti? Lew 23. Noise .ote® cgvowss 
enti 
oti ace 
i). od wd s i . ob ite af be ‘ Ay 
im aicAt geaged ef sate Bittngomes | 3 Poi ot , sores. Tsope ; 
bs : 
at 2 
r “y 4 ys <9 a —s ” 
ie eid KogeIe OF et yior +3 ein ‘bria t9siex ES aot ps 
ay id, | 
> a) . = 3 as gry $5 os en ws 4 Pe. =, ‘on os 2 ted. * is 
why (ols nek Seat ee Eee ui Sek Seka) XO Swthye LOBOS & sad 


: . 
ent 7 es eas ti. Dratevebry + 


: q = 
i j 4 


) pl er i: 1S. de en ' Fr *55. ork Fe a 
: 4 ed ot ie wf Pe: ae ‘ "TEs ; &é o ps Ay 5 AMOLE De, Vip aD ; Sei ‘ 
(7° r 77 ’ - 
fa 
i 
i , u 
Was ; <a af & As. SP a es ee ie ~ F . Te nee a ie Pat J 
; ae Vigha deli eg 3O\ BRSteleésworeat arg nai bice oie. nz d Orit! 
é t . ' ‘ i? 
¥ oe: 
;, ea ees % a, <7 o* ' < + “yp 
toons wd. ety % ’ 2YewW CRs ¥S . Rel ef 
y , 
Sit] od ee To¥ ¥ *¢ 
* fi Pom j , 
iF f 4 oi ae ge ed i teh abs s a i A Ted nV ae es fl 
. vi 
( 
_er 
4 ; 4 af 2 , :* 7 Nee rp} iter hs 2 ly 5 
By * fost tom Gb ef Mos oy SB2EMTIW INT 
is 7 v) , 
Pf) . is 
’ 
,' - ‘ a re i" i TOP 4“ } ‘ beh 
ree i 1 § } PE] + yet : ne Rea RR gts WG ysl. lel: - ays Be 
UG; -el of aneind bao lreh ei as wefesnsesay ef eta sig 
t ie ’ on) a F 
‘ « ' 
he } es i vi ai . i i “ 
& ; “ bigitich Alay & ee ; ae ee r c a ; 
ms ‘O8bie¢ Shgieet te): ess siidw of Sel « .btee ; Bs 
a oe ip i, 5 aa: P * i : tr a> : . 
] > ‘ " : / i a2. ; : , : 


; | 
Geli iivotitos? ts Gel es Orh .wtod oF sagor vaniseny 


«tk Dogtans ‘boo SOA of i JEL S9aG eas qtet 8 tonnes r 18 
i ; ; y te di 


ai ynote beshion evel! FE bab note o8 t ce 1s eae et a 
Sue ab i % SnORM ote sf Eabeactisieel rh 08 bay 


aie = 


. he 


ae patogs ng.om, ants 


a ick aie Mr. Woollings 
Cr.ex. 


with the American railways. And when we go to the 
American railways they tell us just the opposite, end 
we do not seem to get very for, 

But we do feel that if some board could be 
set up that we could talk be we would get some benefit 
for Canada, and some business, it mey be. I do not 
understand you, the way you are trying to put it over. 

MR. EVANS: I can tell you the situation in 
regard to the increase in these rates. The position 
has been: these increases in international rates which 
have been meade in the past few years, have followed 
increases by the Interstate Commerce Commission, 

Now then, when the Interstate Commerce Com- 
mission authorizes sn increase by the United States 
lines, they have before them the through rates, filed 
as one rate; and the United States lines have suthority 
to increase that through rate. And they elso, concurrently 
make application to the Board, for their authority to 
increase the through rate. 

You can see what happens. If the Canadian 
line does not mske an application to the Board here to 
increase the through rate, the only people who have 
authority to take en increase would be the United States 
roads; and they would get the increase on the through 
rate, which would not do e shipper in Canada a particle 
OF good. 

So the Board has always recognized that both 
Canadien and United States lines, through their respec- 
tive commissions, concurrently get joint suthority to 
increase through rates. 

THE WITNESS: That has been the trouble, 

MR. EVANS: Q. It does not do any good to 


apply for an increase. 
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A. You may correct me if I am wrong. Then, when 
there is an increase in Canada as well, do not the 
Canadian railways go after that too? 

Q. No. You cannot have two increases. 

A. But our increases on the internstional rate 
on pulpwood, for instance, have been 59 per cent, plus 
whatever increases have come in since; but the rates 
for Canada have been 21, plus 8 per cent. 

Q. That 59 per cent follows increases authorized 
by the Interstate Commerce Commission, and whether 
the railways take advantage of it won't help you 3 
particle. The United States lines have got authority 
to increase the through rate, and they have done so. 

A. Within Canads, as well. 

Q. The through rate is one rate. 

A. It doesn't seem right to me; but I see your 
point, ell right. I think I understand it now. But 
it doesn't seem right to me that one mill makes some 
commodities, let us say book paper, and have 16.6 per 
cent increase, while snother mill has 59 per cent in- 
crease on their wood supply. 

@. You will find, Mr. Woollings, that not only 
was the local rate increased by 16 per cent, but that 
increase was 31so applied to any local rate to the 
border within Canada; and that there may come e time -- 
I am not telling you when it will come, because I do 
not know -- but there may come 2 time when the local 
rate to the border is very much cheaper than the through 
rate, in combination with the local rate. 

A. They said that the mill got an advantage. 

THE CHAIRMAN: Q. These two points, Bourkes 
to Thorold, they ere both in Ontario? 


Ae Yes. 
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Qe. And the other road which connects with you 
is partly in the United States? 

A, Theat is right. But I would like to say that 
the fact still remains: we sre rated out of business. 
We cannot sell our wood, 

After all the years, we would certainly like 
to be in a position to sell wood. We have had this 
connection for 3 long time; and two-thirds of the wood 
we have been shipping has been wood you cannot sell 
locally, anyhow. And we would like this Commission, 
if it sees fit, to do something, or recommend something 
that would help us. 

Q. Apparently you are interested only in this 
one market in Pennsylvania? 

A. For our poplar wood, yes. 

Q. And you recognize, in any case, that it is 
inside of another country? 

A. That is right. 

Q@. All I can say is that we will give this 
the very best possible consideration to what you have 
said here, 


A, Thenk you. 


(Page 7490 follows) 
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MR. COVERT: Mr. Chairman, I thought while 
Mr. Woollings was here -- I believe, Mr. Woollings, you 
are also a director of T. 9. Woollings Company Limited? 
A. That is correct. 
Q. And I understood they intend to make an applica- 
tion to this Commission? 
A. Yes. 
Q. What I was going to Suggest was that when 
you do. file a brief,that you also have them send copies 
in advance to the railways. Anybody else that wants 
copies of those briefs, now is the opportunity, because 
I expect that the Secretary's office of the Commission 
did advise your company that they should send copies to 
the railway? 
THE SECRETARY: I might explain, sir, the 
Situation on this question of priefs was handled at the 
original meeting in May,and arrangements were made at 
that time for the exchange of briefs between interested 
parties,and that the Secretary's office would not act 
as a clearing house,and that all we required was what 
the Commission counsel and the Commission staff wanted 
for their own use. To assist those appearing before 
the Commission, we have from time to time prepared and 
distributed a list showing all the organizations who 
intend to make representations with the appropriate 
name of the official and his address and it has been 
left up to each party appearing to contact those 
organizations whose brief he wishes,and that was the 
arrangement which we followed. We have never attempted 
to distribute briefs ourselves to other interested 
parties, but we have made that information available. 
THE WITNESS: Well, I will say this now, that 


if the interested parties will write to Harold Duffy, 
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Freight Traffic Manager, T. 8S. Woollings Company Limited, 


South Porcupine -- 


MR. O'DONNELL: Why doesn't Harold Duffy write 


the railways? 


MR. EVANS: We have already written two or 
three times. 

THE WITNESS: He has been ill. 

MR. O'DONNELL: Just ask him then if he will 
be good enough to write direct to the Canadian National 
Railways, Mr. H. C. Friel, Chateau Laurier, 
Ottawa. 

A. Iwill get that address from you. 
Q. Might I ask a few questions, Mr. Chairmen? 

THR CHAIRMAN: Ye 

CROSS HXAMINATION BY MR. @'D@NNELL: 

MR. O'DONNELL: Mr. Woollings, isn't part of 
your trouble this, that the Pennsylvania mills have 
stopped buying poplar and that they are using southern 
pine and local hardwoods which they can get and use at 
prices that are more attractive to them than the importa- 
tion into the United States of your poplars? 

ky. I may explain this, that the market 1s°faiety 
steady to this company because they make the paper for 
the Saturday Evening Post, Ladies Home Journal, the 
Country Gentleman and the Holiday Magazine. 

Q. That is the company at Johnsonburg? 
Yeo. 
And the Armstrong Forestry Company? 
They are the purchasing agents. 
Do you know Gordon W. Jones of Bancroft? 


That is right. 


os o) Bo a. = 


We had him in Toronto and he came before the 
Commission in Toronto on the 5th of August, 1949, and, 


Mr. Chairman, his evidence will be found in Volume 3l, 
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page 6091 and following. I do not want to waste the 
time of the Commission. As I understand it briefly, 
Mr. Woollings, Mr. Jones' trouble was the same as yours 
and that is that the Johnsonburg mill began using 
Southern pine and local hardwoods which was more 
attractive to them for their purposes than would have 


been the poplar which you haa previously sold to them? 


A. I was going to come to that, but was showing you 
that the market was steady. It is true they are using 
southern pine and local hardwoods, ete., but 1t is as 
a result of the 59 per cent increase in freight rates 
which has put our wood out of reach. They would prefer 
our wood; they still tell us that. We have a better 
quality wood, but it is not the quality of the wood or 
it is not that the wood is better suited. Our wood is 
better quality and they would like to use our wood but 
they cannot see their way clear under the present freight 
rate set-up. 

Q. The American rates have gone up far more than 
the Canadian? 

Aw Bue they do not go very fan. 

Q. But the combination of the increase on the 
American roads and the increase in the over-all through 
rate has made it so large, that in the case of Mr. Jones 
and the Johnsonburg company, it was felt by the Johnson- 
burg people apparently that they would prefer to use 
southern pine and the local hardwood and that that is 
what put. you out of the market. 

A. Providing we can compete in our price delivered, 
they would prefer our wood even at a couple of dollars 


difference, but the difference is too great now. 


Q Have you found this year in the Canadian market 
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there has been a considerable drop in demand for 
pulpwood in Canada? 

A. The mills we are dealing with, no, but I do 
understand that some other mills, yes. 

Q. Generally speaking, yes? 

A. , Some milis, yes. 


THE CHAIRMAN: Thank you, Mr. Woollings. 


MR. COVERT: The next submission is that of 


the Canadian Pulp and Paper Association, Mr. C.E. Hawkins. 


CHARLES E. HAWKINS, called: 
EXAMINATION BY MR. COVERT: 
ie your occupation; Mr: Hawkins? 
vee am the ‘Tratffie Manager.of the BieBy via 
Company, and Chairman of the traffic section of the 
Canadian Pulp and Paper Association. 
Q. Now you have submitted a brief to the Commission. 
Do you want to read this, or would you allow it to be taken 
as read and copied into the evidence? 
A. It just depends on the attitude of the Com- 
Wission. Lf will: pead it, if necessary. 
THE CHAIRMAN: How about the railways in 
this case? 
A. They have copies, I think. 
MR. O'DONNELL: We have no objection. 
MR. COVERT: I think then it might just be 
taken as read and then if there are any comments that 
you wish to make, to add in addition, just let us have 


them. 
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SUBMISSION OF THE CANADIAN PULP AND PAPER ASSOCIATION 


TO THE ROYAL COMMISSION ON TRANSPORTATION 
It is the considered opinion of the Canadian Pulp and 
Paper Association, that the subject hereinafter dealt 
with is one which it msy rightfully draw to the attention 
of the Commission established by virtue of Order-in- 
Council P.C. 6033, December 29th, 1948. 

The R@ilwey act, Section 325, reads in part "The 
Board mey disallow any tariff or any portion thereof 
which it considers to be unjust or unreasonable, or 
contrary to any of the provisions of this Act, and may 
require the company, within 3 prescribed time to substitute 
a teriff satisfactory to the Board in lieu thereof, or 
may prescribe other tolls in lieu of the tolls so 
disallowed". 

Such a provision as above quoted is obviously just and 
reasonable end provides the Canadian shipper with adequate 
protection egainst the continuation of any tolls found by 
the Board to be unjust and unreasonable; it falls short, 
unfortunately, of providing reparation for tolls paid 
prior to such official decision. If a toll i8 proven to 
be of a level unreasonable, and adjustment is made to a 
proper basis for subsequent shipments, it is manifestly 
clear a measure of protection should be eccorded the 
shipper who hes mede shipments prior to such adjustment. 
The snomaly presented by the present Act not only places 
the shippers in an unfair position, but precludes the 
carriers from making restitution. 

Despite our reluctance to interject into this 
submittel any reference to commerce regulations of 
another ee we do feel it incumbent upon us to refer 
briefly to the treatment of the reparation problem in the 
United States where cognizance of this matter was taken 


when the Interstate Commerce Act was drawn up, Our 


gia elbeed gas: te" mobster tains tance 


ust “She Wie anes debe ion a mage 


VES iia mi oF: ene 
5 a2 tor) sat at 


« 
ome tod ranuons or. 


ree a age. oo 
ASOD Ade) STA 
| 


_% 
we 


i eh pe ah 
WOLTER ED. 


‘ieee 


\ 


#) oe * 7 tSREND TH Hidoms 7, 
Hs, : 
ant Lit a bit aie , 


a i Mr. Hawkins 


southern neighbour is the best customer of this Industry 
and, as e consequence, the preponderance of our tonnage 
is shipped ecross the border. In the main such 

traffic moves on rates, the level of which, for under- 
standable reasons, are greatly influenced by the rate 
adjustments prescribed for that country. This has 

meant the C-nadian carriers, being parties to the through 
haul have, rate-wise, benefitted to the same extent, 
generally speaking, as to their United States connections. 
We lieve this is as it should be, but do feel, by the 
same token, the Canadien shipper is entitled to the 
precise measure of protection as is accorded his United 
states competitor. 

Under the Interstate Commerce Act of the United 
States reparation shall be ordered by the Interstate 
Commerce Commission in instances of those who have been 
assessed and have paid rates and charges which, although 
duly appearing in lawfully filed tariffs, have been 
adjudged subsequently by the Commission to be unjust 
and unreasonable. 

We respectfully submit that the Railwey Act as it is 
now constituted imposes 3 hardship on the Canadian 
shipper which we confidently believe was never intended 
and it would appeer that an amendment to the Act to 
overcome its presently limited scope would be endorsed 


most heartily by 911 Canadian shippers. 
Respectfully submitted, 


Secretary, Traffic Section 


CANADIAN PULP AND PAPER ASSOCIATION 
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THE WITNESS: Well, gentlemen, we are 
particularly concerned with this matter of reparations 
as we mentioned in the brief, and as 75 per cent of our 
products, newsprint particularly, moves to the United 
States -- approximately last year, I guess, 390,000 tons 
out of a production of 400 and some odd thousand under 
joint rates authorized by the Board of Transport Com- 
missioners and the Interstate Commerce Commission. We 
feel that we should be entitled to the reparations on 
any rates which were found out of line after they were 
published. I would like to give you an example of one 
case. As a general rule when increases in rates are 
authorized in the United States the Canadian Board of 
Transport Commissioners authorizes the same increase on 
international traffic where there are through rates, 

Now in one case we have a movement of sulphur 
from Texas points to the various Canadian mills. In 
1947 the Interstate Commerce Commission authorized an 
increase of 20 per cent and in 1948 a further 10 per 
cent increase, but they said that these rates were too 
high and that they should not exceed 1-1/2 cents per 
hundred pounds and that any charges which were assessed 
on the 20 per cent basis or the 10 per cent basis should 
be refunded where they exceeded 1-1/2 cents. Now, we 
have to try to get this money back, but to do so it would 
be necessary for us to go to the United States and file 
claims for reparations, but we do not think the Canadian 
carriers on the other hand can participate in it because 
they would not be in accordance with the Canadian regula- 
tions and rules and we thought that there should be some 
amendment to the Act whereby matters of this type could 


be taken care of in Canada. That was our submiss:on. 


MR. COVERT: Now, Mr. Hawkins, there are just 
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a few questions. First, do you feel that the need for 
reparations is only in the case of international rates? 

A>, NO, “sir, L-think that there might be similar 
instances in Canada where through error, possibly, the 
incorrect rates were assessed. 

Q. Through errors? 

A. Or other ways -- unjust rates. 

Q@. Now what I was going to ask you, isn't there a 
different situation in the U.S.A. than in Canada with 
respect to fixing maximum rates? 

Aw Levelteve there is, yes, sir. 

Q. And would that perhaps not lead to a difference 
in the necessity for reparations? 

A. Well, I think the Board also fixes other rates 
than the maximum rates, the standard mileage. 

Q. But supposing they fixed a standard mileage rate 
for any weight below that, do you think it could still be 
held perhaps unjust and unreasonable so that reparations 
would apply? 

A. I should think that if the Board was approached 
regarding a rate which anyone or rather one company thought 
was unreasonable and we were being hurt by having to pay 
that rate, perhaps not so far as reparations are concerned, 
but possibly they could do that and we think we should have 
that privilege of getting reparations if we were affected. 
On the other hand, if we were not damaged and the Board 
so found, then the rate would be justified without any- 
Thong rurther. 

Q. Then you think, Mr. Hawkins, there should be a 
case for reparations if a rate was found to be unjust and 
unreasonable. Is that correct? 

A. Well, it is very hard for me to answer that. 


Some rates may be unjust and unreasonable, but the user 
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of such rates might not have been hurt particularly. 

Q. That is, providing he could prove his hurt? 

A. Yes, I would think in that case. 

Q. And also, supposing the rate were discriminatory 
and the man proved that he was hurt, do you think there 
would be reparations in that case? 

A. Well, of course, all rates are discriminatory 
sO’ a Certain point. 

9. Unjustly discriminatory? 

A. If the user of the rates could prove that thereby 
he had been hurt, then it would be for the Board to 
a@ecide the case, £ would think. 

Q. Then even taking the case of a rate that is 
unjust and unreasonable, but not unjustly discriminatory, 
do you think reparations should apply there? 

A. Well, I think in this case that I referred to 
that this particular rate on the sulphur was unjust. 

It was not discriminatory, just unjust, and the inter- 
state Commerce Commission said, "Where you had exceeded 
the 20 per cent and 10 per cent by 1-1/2 cents we will 
grant reparations", and I think that is about the attitude 
we have regarding reparations. 

1. Do you know if in that case, was a rate fixed 
in the first instance by the Interstate Commerce Com- 
mission or were they simply rates compiled by the railways 
subject to complaint? 

A. The rates on sulphur, if I am not mistaken 
(Mr. Buckingham knows more about this than I do) but I 
understand the rates from the Texas points were competitive 
rates, they were filed during the war to take care of 
rail movement because there were no Bhips.. They were 
Filed with the Interstate Commerce Commission and then 


were subjected to the various examinations set forth by 


that body. (Page 7500 follows) 
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Q. Has your particular company or any members of your 
Association to your knowledge suffered from this lack of 
reparations in any cases other than in international 
tariffs? 

A. I know of no instance offhand. 

THE CHAIRMAN: Pardon me a moment, Mr, Covert, 
till I clear up a point here, 

Q. The word "mistake" was used a while ago, 

fa) eas, Voss lb iy. sir. 

Q. It is not a question of somebody recovering a high 
rate imposed on him by mistake? 

A. Weil; in one case, yes, Sir. 

Q. Just a pure mistake? 

A, Yes. 

Q. That is, made him pay a rate higher than authorized 
by the rates? 

A. iI can give you an example, sir. 

Q@. Well, that is a totally different thing, you see. 

A, Yes, but according to the Canadian regulations, in 
my opinion, even though it was a straight out-and-out error 
in the publishing of a tariff, we could not obtain the money 
that we had been paying, that was higher than say the charge 
that should have been assessed. 

Q. Well, you see, you make a distinction. As I 
understand the case, in the United States it is this: The 
railways charge a certain rate, later on the I.C.C. hold 
that that rate was unreasonable and there must be a lower 
rate, then reparations go to those who paid the higher rate 
while it was prevalent; is that right? 

A, Yes, girs 

Q. Now, that is one thing, you see, and here in 
Canada there is no provision for such a refund being made, 


But thenyhen you use the word "mistake", do I understand 
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this to be the case, that sometimes the railway will over- 
charge a shipper through a pure mistake? That is to Say, 
here is the authorized rate from this point to that point 
for this commodity, and instead of charging that rate they 
will charge him something higher by mistake, and he pays it; 
have you known that to happen? 

A. Sir--- 

Q. That is a very different case, you see, 

A. Well, this happened; it was an error, an oversight, 
on the part of the carriers, in my opinion. It was adjusted 
right afterwards. 

Q. It was adjusted? 

Ag 2Yes. 

Q. © Oh, well! 

COMMISSIONER INNIS: Q. You mean the rate was 
adjusted, or did they pay you? 

A. The tariff was adjusted amending the rate. 

Q. But you did not get any money? 

Re Ae was our own company, sir, at that time, and I 
knew it was an error, and I did not ship any goods under it, 
because I was afraid of the complications that might have 
developed. 

THE CHAIRMAN: Q. Did you ever actually pay some 
money that you ought not to have paid? 

A. We did in the case of this sulphur, sir, coming up 
from the United States. 

@. You see, I am trying to get to a case where: there 
is an authorized rate and some railway official makes a 
mistake and charges you more than the authorized rate. 

A. All right, sir, I will give you an example of that. 
I think it was in 1934, the Board of Transport Commissioners 
ordered that certain rates on newsprint paper should be 


published to the United States. Now, they aso qualified 
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these rates by saying that they shouldmt exceed the 6th 
class rate. Now, through an oversight, I believe on the 
part of the publishers of the tariffs, this clause was not 
put in the tariffs indicating that the maximum would be the 
6th class rate. 

Q. Was not put in the tariff? 

‘A. Yes, sir; therefore in the case of a shipment say 
from Ottawa to Buffalo, we would have paid the rate ordered 
by the Board, which we will say was 30 cents, for example. 
Well, the 6th class rate was only 25 cents -- these are only 
figures I am taking out of the air, but the principle is 
there ~- so we would have paid 30 cents, but the intent of 
the Board of Transport Commissioners was that we would pay 
only 25 cents, but, as I say, we discovered that. 

Q. Did you in fact pay 30 cents or the higher. rate? 

AGeeWell, sir, I Held up all movement’ of traffic in 
this particular case, 

Q. You were not out of pocket anything? 

hy | OF nos 

Qe Ll seey 

A. But I consulted with Mr. Buckingham at the time, 
and he remembers that, I believe. It was just an error in 
the issuing of the tariff, that was all. 

MR COVERT: Q. Mr. Hawkins, in the case of a mis- 
take like that, for instance if there is an overcharge by 
error, do not the railways always make a refund? 

A, \eIm ‘that case, an error in rates; if the rate is 
published--- 
@. There is no need of reparation for a case like that? 
A. ~Oh, no; we just put a claim in for it. 
THE CHAIRMAN: Q. And you get your refund? 
A. Sometimes we have a bit of a debate about that, sir. 


Q. When the error is cleared up, if it is on your 
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Side, you get your refund? 

Ae Thateis pight. 

Q. Well, you see, that is a very different thing from 
the point that you are really talking about; that is, the 
provision whereby if a rate which has been legal is later 
on held to be illegal, then there shoud be a refund of all 
the moneys paid under the former rate; that is what goes on 
in the States? 

we Nes, Siri 

Q. You think that ought to go on here too? 

A. I think it should up to a certain point. I do not 
Say every rate--- 

Q. When I say illegal, I mean found to be unreasonable 
or--- 

A. Well, I feel the user of such a rate should be 
treated--- 

Q. Well, we have had other parties who put the same 
application before us. 

MR COVERT: QQ. Mr. Hawkins, do you suggest that 
reparations should be awarded by the Board of Transport 
Commissioners or through the courts? 

A. I think the Board of Transport Commissioners would 
be the logical body to handle that, because they are dealing 
with freight rates which possibly were filed with the Board, 
and some of them might have been approved; I don't know, 

Q@. And you also, I take it, suggest that this right of 
reparation should apply not only to international rates but 
to all rates in Canada and that it should apply -- if they 
subsequently decide that a rate in effect was not just and 
reasonable? 

4 poker. 

Q. Would not that perhaps leave the railways in an 


unsettled position with regard to any rate below -- any rate 
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that has been fixed -- the maximum rate? 


A. Well, I do not think so, sir, because if the rail- 


ways decide to favour -- I am just giving this as a 
theoretical example -- if the railways decided shall we say 
to favour our competitors at a mill within a few miles 


of ours by giving them lower rates than ours, and we proved 
that these rates were unjust and that they were affecting us 
detrimentally, I think that we should be entitled to any 
charges that we paid over and above those which should have 
been assessed, 

Q. The case you are talking about, then, where there 
is an undue preference given to a competitor -- is that 
right? 

A. Yes, taking everything into consideration. 

Q. And what you would say is that if they gave that 
to the competitor you should have the same rate; is that 
right? 

A, Everything being equal, all conditions being the 
same. 

Q@. Yes; and then that your reparations would be the 
difference in the rate? 

A. In the amount that would be established that was 
unreasonable, over and above the rate we paid -- over and 
above the rate we should have paid. 

Q. That, then, the case that you mention, is a case 
of discrimination, unjust discrimination, and a case where 
you have proved actual damage; that is correct? 

Me; Yes. 

Q. Now, I wonder if you could give me an example as to 
a rate found to be unjust and unreasonable to which repara- 
tions should be applied, that is, as distinct from purely 


discriminatory? 


A. Well, I would say that that would rest entirely 
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with the discretion of the Board of Transport Commissioners, 
if they had that authority to decide whether the user of 
the rate or rates had been discriminated against unjustly 
or unreasonably--- 

Q. I am sorry; perhaps I have not made myself clear. 
Let me give you an example. Supposing a rate has been ap- 
proved by the Board, we will say at $1.00, and then someone 
comes in and says later, "That rate is unjust and unreason- 
able, it is too high," should the Board ever be able to 
award reparations in a case like that? Suppose they say, 
"Circumstances and conditions have changed, and that rate 
should now be 90 cents"? 

A. No, I do not think whoever paid the $1.00 rate 
would be entitled to reparations in a case of that type, if 
the Board had originally approved the rate, and then through 
a change in circumstances,there would be no damage there, in 
my opinion. 

Q. So you really do, then, do you not, confine your- 
self to the case where there is unjust discrimination? 

A. Well, yes, I would think that that would be so, 

Q@. And in the case of joint through international 
rates? 

A. Yes. In this case I presume the Interstate Com- 
merce Commission found that they had authorized an unreason- 
able increase in these sulphur rates, and so they amended 
their order accordingly. 

THE CHAIRMAN: Q. In that case they ordered repar- 
ations? 

A. Yes, sir, they ordered reparations, said that they 
would grant -- and in fact they granted blanket reparations 
in some instances where a group of shippers could go and 
they would say, "Here, we will give all those who apply 


reparations on X number of tons of sulphur that moved 
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during this period," 

MR COVERT: Q. I would just like to know, Mr. 
Hawkins, are you clear that in the case towhich you refer 
the I.C.C. had approved of the initial rates which were 
later held to be too high? | 

A. I think that as far as I know the rates on sulphur 
were just filed with the Interstate Commerce Commission, 
but they in turn then authorized the flat increase on these 
rates, and then later on they said there shall be only a 
maximum increase of so many cents. 

@. In other words, that was a case of a flat horizontal 
increase across the board, perhaps, and then later there 
were adjustments made confining it in certain cases to a 

flat maximum? 

A. A number of cents per hundred pounds. The maximum 
was in this instance, I believe, one and one-half cents per 
hundred pounds. 

THE CHAIRMAN: Any questions? 
MR EVANS: I have just one, 
CROSS-EXAMINED BY MR EVANS: 

Q@. Mr. Hawkins, as I understand it, what you feel 
there should be is a retroactive effect given to decreases 
in rates; is that what you mean by reparations? 

A. No, not necessarily, sir. In the case of this one 
I have just mentioned, where there must have been some 
error, I do not know the background of it. 

Q. You are speaking now of the sulphur one? 

i: YRS 

Q. I just wanted to carry you a little beyond that. 
When you speak of reparations, I was not quite clear whether 
Mr. Covert left you that you were or were not asking for 
reparations in any case other than a discrimination case? 


A. Well, I think that is about the only case where we 
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could get reparations #3 a case of unjust discrimination; 
Pewleleiualary* that; sip. 

Q. Now, may I suggest this to you: Where there is 
unjust discrimination found to exist, the Board as a rule 
-- and you may know this -- gives the railway an option to 
take out the rate complained of or me reduce the other rate? 

Ny BESS 

Q. Now, if reparations were to be granted, wouldn't 
that take away the option of the railway? 

wy eNOS e ey do rot’ chink (so, 

Q. You do not think so? 

A. No. 

Q. Well, let us take the case of rates where you had 
a rate of $1.00, and another rate given to another com- 
petitor of yours to a common market we will say was 90 
cents, and you complained that that was discriminatory, and 
the Board came along and decided that it was discriminatory. 
Now, they would order the railway to remove the discrimin- 
ation, in which case the railway would have an option of 
raising the 90-cent rate to $1.00 or of reducing your rate 
to 90 cents. Now, if they exercised their option to 
increase the lower rate, how could you get reparations? 

THE CHAIRMAN: For past shipments; are you not 
asking of the $1.00 that was paid for the time that the 
higher rate was in force? 

MR EVANS: Perhaps there should be reparation to 
the railway by the other shipper who paid only 90 cents. 

THE CHAIRMAN: That is another question. What is 
the rule prevalent in the United States? 

MR EVANS: Well, in that case I may say the Inter- 
state Commerce Commission requires proof of damage, and in 
a great many cases the complainants have been unable to 


prove damages. There are case after case where reparations 
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are not awarded because of the failure or the inability of 
the complainant to prove any damage. 

THE CHAIRMAN: That is, the complainant must show 
not only that he paid so much on the high rate which is now 
set aside, but that he seth damages by doing that. 

MR EVANS: Yes, sir. That is why I wanted to get 
this a little more clearly from the witness, as to whether 
it was possible to have reparations awarded in discrimina- 
tion cases purely by reference to the difference in two 
rates, if the railway later was given an option to raise 
the lower rate to the higher basis. To me it is not con- 
sistent. 

THE CHAIRMAN: What kind of damages? I am just 
speculating now, as far as I am concerned. What kind of 
damages can the shipper show in the United States that he 
has suffered, except that he has paid so much more than he 
ought to have paid? 

MR EVANS: Well, I will say this, sir: JI have not 
read -- and I have read quite a number of cases a I have 
not read recently a case in which there was discrimination 
as a basis and in which the Commission awarded reparations. 
In nearly every case I have read -- in fact every one that 
I can recall having read recently -- they have said that the 
complainant failed to establish that he had been damaged, 
that he had made no proof of damage, and therefore no 
reparation was awarded. Now, I am not saying there are not 
cases where they have awarded reparations, but they are 
rare, if my reading can be accepted. I do not recall any. 
There are other cases where discrimination is not involved, 
and reparations are awarded on the basis of the difference 
between the rate complained of and the rate which is found 


to be just and reasonable. 


THE CHAIRMAN: That is, where the rates have been 
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found to be unjust and unreasonable. 

MR EVANS: Yes. 

THE CHAIRMAN: And then the damages are measured 
by the difference between what would have been the right rate 
and what was actually paid. sou that covers the past; in 
so far as the railways having an option is concerned, that 
is only for the future. 

MR EVANS: That is perfectly true, sir. 

THE CHAIRMAN: But the witness is concerned with the 
past, with moneys that he has paid out. 

MR EVANS: I am also concermed with the past. May 
I put this to you, sir: If the Commission or the Board has 
in effect held that the 90-cent rate was too low, in effect 
the finding of discrimination is, either Mr. Hawkins should 
have had the poavent rate, or Mr, Jones, who got the 90-cent 
rate, should not have had it. How are they going to say 
whether the rate should have been $1.00 or 90 cents? There 
is no finding of reasonableness. Therefore I say you might 
just as well argue that the railways are entitled to go baexk 
to Mr. Jones and get the difference, as to say Mr. Hawkins 
is to come to the railway and get the difference, 

THE CHAIRMAN: Well, what the witness wants us to 
do, and what everybody else who mentioned the matter wants 
us to do, is to recommend that whatever conditions prevail 
in the United States should be incorporated here. Now, that 
would require some research into what actually does take 
place, 

THE WITNESS: Sir, we feel that we should receive 
approximately the same treatment as our competitors in the 


United States. 
THE CHAIRMAN: Yes, I understand; I say that is your 


‘CASES. 


THE WITNESS: Yes. 
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THE CHAIRMAN: Q. You do not want anything more 
than that? 

As ‘NO, Slr, Wwe do not. 

THE CHAIRMAN: Are there any other questions? 

MR O'DONNELL: We have already indicated our views 
av different times. | 

THE CHAIRMAN: Well, thank you very much, 

MR COVERT: Mr. Chairman, before adjourning, there 
are two things. 

First, this morning I referred to the filing of 
part of the Canadian Food Processors! brief, and I have 
been asked that the whole brief be filed as Exhibit 106, 
instead of the part. 

---EXHIBIT No.106: Brief of Canadian Food Processors 
Association. 
sPreviously fileda on page 7340) 

MR COVERT: Then Mr, Hume had a statement that he 
Wished to make, I believe, to correct an answer that he 
made to your lordship the other day. 

MR HUME: Mr. Chairman, last Thursday, in volume 
37 of the evidence, when I was asking Mr. Kelly some ques- 
tions, the subject came up as to the percentage of for-hire 
commercial vehicles in relation to the total number in 
Canada, and in giving an illustration of what the other 90% 
were doing I mentioned a case of the breweries, indicating 
there that the contract carriers were not included in the 
10%. You mentioned that later on as being your understand- 
ing, at page 7078. Now, I was subsequently informed that 
that estimate which was made by the Association did include 
the contract carriers, and I wanted to correct that. 

THE CHAIRMAN: That is, the 43,000-odd includes--- 

MR HUME: Yes; the way the figure was built up was 


that the estimate was that there were 435,000 commercial 
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vehicles in Canada. I notice in the Railway Association 
brief that they estimate that as 489,000. The difficulty 

in getting an exact figure is that the Dominion Bureau of 
Statistics figures include hearses, ambulances, municipal 
vehicles such as nde Hane ane equipment, and so on, so 
that one can only estimate the number of those vehicles in 
order to arrive at a figure, and in stating the 10% I under- 
stood that that did not include the contract carriers, but I 
am advised that it does so, and I wanted to correct that 
so that it would be understood. 

I have a partial answer to Mr. Evans! question 
that I think, with your permission, sir, I would like to 
give in the morning, because it is now fouroenl wee oa unless 
you wish me to go on, 

THE CHAIRMAN: Just tell me now again what you say 
the statement was that is now being corrected. Was that on 
Friday? 

MR HUME: On Thursday, November 3rd, in volume 37. 

THE CHAIRMAN: Now, what is the next point, Mr.Hume? 

MR HUME: Mr, Sinclair then asked me a question as 
to the breakdown of the other 90% of the vehicles, and I 
find that it is impossibleto answer the question, because 
nobody knows what all the other private ‘‘purchasers in 
Canada are using their trucks for. They buy a truck, but 
nobody but themselves knows whether they are carrying farm 
produce in it, or manufactured goods, or what it is; so that 
I find that I am unable to answer that question av all. 
There just has never been any guess even made that I have 
ever heard of or have been able to discover, as to what the 
other 90% are being used for, so that I cannot answer Mr. 
Sinclair's question. 

Mr. Evans then asked a question as to what the 


percentage was of the over-the-road for-hire carriers, what 
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percentage they bore in relation to the total over-the- 

road carriers, and I find also there that I am unable to 
answer his question, because in some of the provinces like 
Alberta a carrier may be inside a city for five days of 

the week, and on the sixth wee be out on a 200-mile 
trip, and it is not possible to find out in Canada what the 
total percentage of -over-the-road carriers they are. I 

have some figures for Ontario, but so far as Mr. Evans! 
questions apply to the whole of the country, the information 
is just not available anywhere, 

MR ABVANGSY PI would Tike 4t for Ontario, if you 
would put it on the record sometime; you don't have to do 
it now. 

MR O'DONNELL: What page in volume 37, Mr. Hume? 

MR HUME: Page 7050. 

THE CHAIRMAN: Is that all, Mr. Hume? 

MR HUME: Well, Mr. Evans indicated that he wanted 
some information for Ontario, so I will put that in the 
record, gout TAwitl«waits for Neopet if you wish it, sir. 
It 18.now after the normal closing time, 

THE CHAIRMAN: Does the information consist of 
figures? 

MR HUME: Figures, yes. 

THE CHAIRMAN: You might give them now, 

MR HUME: I find, upon calling the Department by 
ey cagbanes -- I just had these figures over the tele- 
phone ey that in the Province of Ontario in the year 1947 
the total number of commercial vehicles in the province of 
Ontario was 142,297, which includes hearses, ambulances and 
municipal vehicles, which are not normally considered com- 
mercial vehicles from the standpoint of carrying freight. 

Then the total licensed carriers in the Province 


of Ontario were 11,227, or 7.8% of the total. 
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The A and B class carriers, who are the common 
carriers, were 4,080, and the C and D class carriers, 
which are your contract carriers, were 2,756. 

That is for 1947. For 1948 the total number was 
Me oT s 

The total P.C.V. carriers was 12,062, or 7.4% of 
the total, 

The A and B class, being the common carricr, was 
4.456, and the C and D class, which are your contract 
carriers, were 2,886. 

THE CHAIRMAN: Is that all? 

MR COVERT: Mr. Chairman, I understand by agreement 
there were two briefs that were to be taken as read into the 
record, One was the brief of the Royal Agricultural Winter 
Fair. I think it was agreed that there would be no objection 
to having that taken in. 

THE CHAIRMAN: You mean there is nothing to be said 
about them? 

MR COVERT: That is right, Mr. Chairman. 

THE CHAIRMAN: What is the first one? 

MR COVERT: The Royal Agricultural Winter Fair, 

Mr. McKee, the General Manager, said that there was nothing 
that he could add, and the Secretary discussed it with the 
various counsel and it was agreed that that would be Lper as 
réad into “the record. 

The next one was the submission made by Consolidated 
Truck Lines Limited. I think the same applies to that. Those 
will be both read into the record. 

THE CHAIRMAN: Nothing to be said about that brief 
either? 


MR COVERT: That is right, 


(Page 7514 follows) 
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BRIEF PRESENTED BY 


ROYAL AGRICULTURAL WINTER FAIR 
TORONTO 
AGAINST PROPOSED INCREASE IN FREIGHT 
RATES FOR EXHIBITORS, 

ls A Tair ts nota paiatate entity, but is come 
posed of individuals who are exhibitors, spectators, meme- 
bers of the organization, financial supporters, and persons 
who assist by serving on various committees. Therefore 
anything said herein about such individuals applies to 
the Royal. 

2. For almost fifty years the railways have cone 
tributed to the support of Canadian agriculture by pro- 
viding a special freight rate for live stock to fairs, 

It is not applicable to entries in the Horse Show, This 

is contained in Canadian Freight Association Tariff No. 

eeon-B. The provisions so far as the Royal is affected 

may be summarized briefly as follows:Shipments originating be- 
tween Levis,P.S.and Fort Williem,Ont.are charged 60% of full 
tariey@s 14f originating East of Levis or West of 

Fort William are charged full rate to the Royal but re- 

turned free. This concession was cancelled as of 15th 

May, 1949, but the date of cancellation was extended to 

3lst December, 1949. 

3. It must be kept in mind that in 1948 the basic 
tariff, on which the above 60% and 50% is calculated, was 
increased 21% and that a further increase is now being 
urged by the railways before the Royal Commission on Trans- 
portation. Apart from any increase which may or may not 
be granted on the last-mentioned application, the 21% in- 
crease plus the cancellation of the special tariff means an 
increase for the freight originating between Levis and 
Fort William of 101%, and for the Eastern and Western ex- 


hibitor an increase of 142%. This is an unreasonable in- 


crease even in proportion. to increased costs and most dis- 
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couraging to agriculturists. 

4. While the railways have the right to alter sub- 
normal rates, it is submitted that this special exhibition 
rate has been in effect for such a length of time (approxi- 
mately fifty years) that it has come to be regarded by 
agriculturists as a prescribed rate and therefore it should 
be altered only by the Board of Transport Commissiomers and 
after a hearing by the Royal Commission on Transportation 
now sitting. Its arbitrary cancellation by the railways 
gives no opportunity for agriculturists to present their 
case. A hearing by the Commission would be a just and 
fair method of proceeding and would impress on agriculturists 
that the railways were endeavouring to deal fairly with 
them and were prepared to accept the opinion of an impar- 
tial tribunal. 

5. The concession granted by the railways for 
shipments of purebred stock and shipments to Fairs, ap- 
plies to a very small proportion of the live stock 
freight moved by the railways. Yet to the individual 
the increase in charges is substantial. By encouraging 
these shipments the railways in the end add to their 
general live stock freight revenue, 

6, The Royal is the show window of agricultural 
Canada and the fact that exhibits come from all over 
Canada adds to the value of the competition and to the 
benefits derived from it. The opportunity The Royal 
gives to see the best on 4 national scale and on an inter- 
national, to make comparisons, to exchange experiences 
and to learn of new scientific developments is an educa- 
tion and an inspiration to agriculturists and of great 
value to the youth of the country lucky enough to get to 
the Royal. An auction is held when the finest stock 


is sold thereby bringing together the producer, the 
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merchandizer, and the consumer. These observations ob- 
viously apply to other fairs even if to a lesser degree 
due to their being less national in character. All this 
adds up to development of better agriculture, more pro- 
duction, more demand due to improvement in quality and 
finally to larger shipments for the railways and bigger 
freight revenues, 

7. There are ever increasing entries at the Royal 
from U.S.A. These will continue only if the fair cone 
tinues to offer competition with the best that can be 
produced in the whole of Canada and not merely local 
production. Nation-wide entries must be encouraged by 
every means possible. These U.S.A. entries mean more 
revenue for the railways. 

8. To decrease entries, as would be done by the 
very excessive increase in freight rates on live stock, 
would most certainly decrease interest in the Royal and 
uLtimately attendance. The railways are best able to 
judge whatn decrease in passenger revenue this would 
mean but obviously such a result must be expected. 

9. Prize money is constant i.e. does not vary 
with the distance the exhibit comes. Therefore, the 
longer the shipment the greater the expense is in pro- 
portion to the prize money and with the freight charges 
being greatly increased the exhibitors from a great dis- 
tance will be the ones most likely to drop out and they 
in turn are the best customers of the railways, 

10, The change in rates will mean more people 
will ship in by truck, thereby depriving the railways of 
all revenue, and creating for the Royal an additional 
parking problem, This to the railways may seem a matter of 
minor importance, but to the Royal it is a major problem, 

11. The Royal, along with all the other fairs, 


has for yeas encouraged and stimulated live stock 
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production and improvement by providing liberal prize 

money and competent judging without profit to itself. Ex- 
hibitors assist in this worthy effort by bearing expenses 
which in most cases far exceed any returns they get. The 
public contribute by paying admission charges. Many citizens 
do their part by giving financial contributions. Several 
hundred give of their time free to serve on various com- 
mittees. 

The Dominion and most provincial governments and 
the County of York and City of Toronto do their part by 
making substantial financial grants. The railways claims 
this exhibition traffic is either not profitable at all 
or not as profitable as other freight traffic. They are 
in possession of the facts and obviously this statement 
should be accepted as correct. In the past, the railways 
have not expected this type of traffic to be fully com- 
pensatory. Just as the others already mentioned in this 
paragraph make their contribution to the Canadian Live 
Stock Industry, so this service by the railways at a reduced 
cost has been their contribution to the industry and should 
continue to be so. The railways reward for such pro- 
motional assistance is in the general transportation on 4a 
profitable basis of an improved and enlarged live stock 
industry as well as processed meats, fertilizers, and many 
other by-products to the industry. The revenue waived on 
exhibits is small compared to the gain on the industry as a 
whole and is nothing more than the railways' fair contri- 
pution along with the contribution of others. Certainly 
on railways should not be the ones to commence the break- 
down of the co-operation which has existed for so many years 
e the good-will of agriculturists and fairs. 
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G. S. McKee, 
General Manager. 
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SUBMISSION MADE BY CONSOLIDATED TRUCK LINES LTD. TO THE 
ROYAL COMMISSION ON TRANSPORTATION 


The major Railway Companies and the Associations 
representing them have chosen in their submissions before 
this Commission to place st the door of the highway 
transport industry the major part of the blame for 
any maladjustments that may exist in transportation in 
Canada today. It is not the purpose of this short sub- 
mission to refute or attempt to refute these charges on 
behalf of the industry, but it was felt that these charges 
could lead to misconceptions in the minds of this 
Commission and in the minds of the shipping public at 
large, which ere untrue and which should be corrected, 

The impression created by the briefs mentioned above 
is that the individual transport operator is in a state 
of economic chaos; he is a creature who is governed by no 
considerations of service, does not adhere to tariffs 
available to shippers who wish to use his services, is 
guilty of discrimination between shippers who ship | 
Similar goods from and to the same points, who adheres to 
no coherent rate structure, and who in general exists 
merely to provide unfair competition for railways regard- 
less of the interests of shippers or of his own business. 
It is the purpose of this submission to set out briefly 
the measures taken by at least one transport concern to 
provide e service for shippers and to charge rates which 
are reasonable both to the shipper and to the transport 
operator. | 

It is true that in Ontario today there are no regulations 
which compel the filing and publishing of toeriffs with a 
period of notice to the shipper, or the provision of 
reasonable rates, or in short the type of rate regulation 


to which the railroad companies are subject under the 
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Railway Act. It is fallacy, however, to assume that 
the absence of governmental regulation of the pattern 

set up by the Railway Act will lead or has led to a 
complete lack of regulation of the individual transport 
operator, There remains the type of regulation imposed 
by the individusl transport erator upon himself, 
mindful of the obligation owed to persons who pay for his 
services and mindful of the economic health of his own 
enterprise. It is not unreasonable to assume that the 
transport operator, with the experience of the railway 
companies in Cansda, the Reilway Act itself, and the 
jurisprudence of the Board to draw upon, would voluntarily 

impose upon himself those provisions and duties which 
could be adapted to the highway transport eas a type of 
common carrier, This has, in fact, been the case with 
Consolidated Truck Lines Ltd. It is proposed to consider 
briefly those measures which have been voluntarily adopted 
by this organization in recognition of their obligation 
owed aS common carriers. 

As pointed out above, the Ontario Government has not as 

yet seen fit to regulate the publication of tariffs, the 

classification of freight or to enact measures to ensure 
equality of tolls and the prevention of discrimination 
among shippers. The following peragraphs will deal with 
the voluntary measures taken by Consolidated Truck Lines 
Ltd. to provide for such regulation. No attempt will be 
made to set out the regulation imposed by law upon the 
public commercial vehicle operator under the Public 
Commercial Véhicle Act or the Highway Traffic Act and 
regulations thereunder. 

It is axiomatic that a coherent rate structure cannot 

exist without 3 classification of articles to be carried. 


Consolidated Truck Lines Ltd, recognizes that fact and 
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and adheres to a classification for truckload and less- 
than truckload rates, which is based generally upon 
C.F.C. No. 19, although in any particular case the 
classification may be higher or more often lower then 

the classification contained in C.F.C. No. 19, as it 

was felt that differing conditions between highway and 
rail transportation justified it. Again it is worthy 

of note that no provision of provincial law exists which 
compels the use of classification; it is solely a result 
of the fact that it was realized that the growth in the 
enterprise required the growth in facilities for 
conducting it efficiently and for the provision of an 
adequate service to the shipping public. The experience 
in traffic matters of the rail and water carriers has again 
proved invaluable when intelligently adapted to highway 
transport conditions. 

Consolidated adheres to class tariffs showing rates 
between points served by Consolidated which sre permitted 
by its license under the Public Commercial Vehicle Act, 

It is a point worth emphasizing that these tariffs are 
printed and published by Consolidated and made available 
to the shipping public purely voluntarily for the purpose 
of increasing the service provided to its shippers. The 
provision of e legal rate ie. a rate clearly understood 
between the parties, has cut down sharply the haphazard 
quotation of rates with its consequent economically 
unsound results. 

As bas been the case with the railroads and other 
carriers, it has been found necessary to establish 
commodity rates from certain points to others named in 
9 tariff where the volume of traffic moving to those points 
has justified it. These commodity tariffs are published 


in a similer manner to the class tariffs and ere available 
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to any shipper who has the requisite volume to ship end 
who is shipping to the points Specified in the tariff. 
These commodity tariffs have been built up through 
applications made to Consolidated, in 3 similar manner 
to the applications made for commodity rates to the 
railroads. 

In the sbove paragraphs a short statement of the 
measures adopted by Consolidated Truck Lines Ltda, to 
regulate themselves with respect to freight rates has 
been attempted. No attempt has been made to present an 
exhaustive survey of freight rate methods used by 
Consolidated Truck Lines Ltd. or by any other individual 
operator, It is submitted that enough has been shown 
to refute any inference of inefficiency or unfair 
competitive methods as between shippers in the field of 
freight rates, 

It is submitted that far from the unprincipled and 
economically chaotic enterprise that it is represented 
to be, the individual large transport enterprise in 
Ontario has taken voluntarily measures which result 
in a reguletion of freight tariffs that compare 
favourable with the type of regulation imposed by the 
Railway Act. 

It is recognized that the methods adopted by Consol- 
idated ere of 3 voluntary nature; that nothing binds 
the individual transport operator to perform this self 
regulation other than their desire to operate fairly 
upon a sound financial basis and a desire to provide 
for the maximum and best service for that section df the 
public .using its services, It is submitted that these 


motives are sufficient incentive to the individual 


operator. 
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Regulation of public utilities in some degree is 

now universally recognized as a necessity and the Highway 
Transportation Industry, sas common carriers should, as 
much as railroads, be regulated by the appropriate 
governmental authority. ote this reason Consolidated 
Truck Lines Ltd. has always been in favour of the type of 
regulation which exists in the Railway Act and in some 

of the other provinces with respect to highway transport. 
It is apparent that an enterprise which has gone so 

far toward self regulation in the interest of the public 
Will comply whole heartedly with legislation directed to 
the same ends, 

In conclusion, it has been the earnest desire of 
Consolidated Truck Lines Ltd. 38 an individual highway 
transport enterprise to build up a freight rate structure 
which would move efficiently the maximum volume of 
traffic over the highways at the lowest possible level 
of rates commensurate with a fair return to the operator 
on his investment in the enterprise. 

By a self-imposed regulation the large scale transport 
operator has attempted to abolish unjust discrimination 
among shippers by the publication of and edherence to 
classification and tariffs, both class and commodity. 

The individual transport operator is fully awere of the 
duty owed to the public as a common carrier and is willing 
to assume his share of responsibility for the movement 


of the province's goods. 


Submitted on behalf of 
CONSOLIDATED TRICK LINES LTD. 


by 
MICHAEL FRAM 


Se beleor for 
TRAFFIC ADVISORS. 
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MR COVERT: Mr. Chairman, there was a suggestion 
also that the afternoon sessions might be from a quarter to 
three until a quarter to five, on account of the distance 
we go for lunch, 

THE CHAIRMAN: Yes, that is our own suggestion, on 
account of the great distance fnenes te coming to and fro, 
and I understand that is satisfactory to all concerned. 
From now on, then, we will reconvene in the afternoon at a 
quarter to three-and keep on sitting until a quarter to 
PAves 

MR EVANS: May we reserve the right to speak to you 
on Friday in case some of us want to get a train? Perhaps 
we could lcave Friday to be spoken to; the other days I 
would have no objection to. 

THE CHAIRMAN: What time would be a suitable ad- 
journment on Friday? Four-thirty? 

MR EVANS: Yes, sir. 

MR O'DONNELL: That would be fine, 

THE CHAIRMAN: Well, on Friday we will sit from a 
quarter to three to four-thirty, then. 


---The Commission adjourned at 4:37 p.m. to meet again 
on Tuesday, November 8, 1949, at 10:30 a.m. 


osc aa 
“a dae ee to a ove . 
i oe sea te ati (aosbire ae a ak et: “igs aah, 


8 ape t 
; hi eee) 


p Bo wtentiae | mo feats 
RE sa ac ih taba 


«nies a Py ha hone +x iy 7 , ) i 


I orn 4 fr : sf A 
© ‘ie a ba! NOT ‘ 
A ; p ; , os me rey aap, {' | 


‘4 
j ’ Ager ’ ih Met 
io ( r 
, Pe. J A fas 
Ly ‘ 4 » i 
ye tA ho f 
i | ; APT \ t 4 
oh Ag he tie) te bl 
Pa i ny i ray ay } a) Fh v1 ht 
rs yn PLL a j LA 


Pa, 


‘hand baiiae dh Wh Wan Pak 
mea) 1 bi 3) 3 sal Cai amas, 
4, hy j m i y : 

st nua ay iin en J NP Neh ney 1 ail DM 

f. ig P { , a os) ; ‘ i 
f : aye vee eh 4 12 i ya "a « Fi is i. 
+ ‘ a) y re iil a var. ig zy as ari ba U ‘ oA 
; ey al a jm Eis an mi ") i at ay a) 
; ; int \ ne 
' - hon o a 


efunrey a 


‘ 
: 
' 
i 
5 
; 
7 | 
; 
ree. 
5 
a 
YT, 
i 
, 
! 


a ae 


HANDBOUND 
AT THE 


wk 


S 


UNIVERSITY OF 
TORONTO PRESS 


Sey tea 
mavieg Paine 6 


me 


por bines Baneeeen SPT ores 


rane \uwh arn dngeg ae ~ inset a 


Sear 


pagea ine ees 
Er ee eee bedaetieadceaeeyes 


